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A Carefully Organized Government Department with a Staff of Experts Collecting 
Commercial Information from All Parts of the World. 
Expedite the Business of Banks and their Customers. 


N a laudable attempt at post-war 
economy the public of England 
and the United States recently 

have been treated to a huge experi- 
ment in the survival of the fit. Here 
a government bureau and there a 
department has been weighed in the 
balance and the super-ax lies at the 
roots. In the attempt to introduce 
more business into government, if 
not more government into business, 
agencies devoted to constructive 
work, as well as those-of an admin- 
istrative and protective character, 
have been carefully scrutinized. 

When the Geddes Economy Com- 

mittee and General Dawes’ Bureau 
of the Budget passed in review the 
respective organizations charged 
with foreign trade promotion, the 
results were quite different in the 
two cases. The Geddes Committee 
recommended the abolition of the 
British Department of Overseas 
Trade, a step which the British 
Cabinet fortunately is not disposed 
to take. The Bureau of the Budget 
approved a substantial advance in 
the appropriations of the Bureau of 
loreign and Domestic Commerce. 
The reasons do not lie altogether, 
or even mainly, in a difference of 
efficiency as between the two bodies. 
Both are rendering acceptable 
service. As for the British, how- 
ever, many years of inevitable ex- 
perience in foreign trade have born 
fruit in such aggressive organiza- 


tions as the lederation of British 
Industries, with its many overseas 
agents, and in the close cooperation, 
for trade promotion purposes, of the 
commercial councillor, the trade 
commissioner and consular offices 
throughout the world. Because 
sritish trading interests are well es- 
tablished and scientifically consoli- 
dated, the work of the Department 
of Overseas Trade could be ab- 
sorbed, for the foreign field, by the 
Foreign Office, and, for domestic 
administrative purposes, by the 
Board of Trade. The Bureau of 
Foreign and Domestic Commerce, 
on the other hand, faces a general 
staff problem in the advance of 
American. trading interests. It 
must convert the individualistic 
leadership of the past into a united 
front and a clear-cut policy. It 
must replace the too often sporadic 
and ill-advised attempts at foreign 
trading in the past by a consistent 
campaign for trade promotion help- 
ful alike to weak and strong and 
based upon an understanding of 
America’s essential needs. The 
Bureau, in a word, is at the begin- 
ning of its larger usefulness. 
When Mr. Hoover first canvassed 
his department he distinguished 
broadly between those agencies of 
a purely technical or administrative 
character and those having con- 
structive functions. The former he 
allowed to follow the even tenor 
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How It May Be Used to 
Typical Services Rendered 


of their ways with a gradual im- 
provement in the routine—like per- 
formance of their duties. The 
latter, particularly the Bureau of 
Foreign and Domestic Commerce 
and the Bureau of Standards, he 
has made as responsive as possible 
to the demands of sound business. 
The organization is vibrant because 
it is human. In building up an 
official staff for American overseas 
trade he has made it possible, by 
encouraging innumerable personal 
contacts, to translate into general 
policy some of the best ideas offered 
by the business world. 

One might take, for example, so 
stereotyped a process as the com- 
pilation of trade statistics. A few 
months ago export manufacturers, 
international jobbers and commis- 
sion merchants were questioning the 
applicability, for practical purposes, 
of American export tables. “Your 
classifications” they often repeated 
to officials of the Bureau of For- 
eign and Domestic Commerce,” are 
antiquated. They are fragmentary 
and unscientific. They are based 
upon old tariff categories and in- 
consistent with the usages of busi- 
ness. The tabulation of exports 
should be in terms of manufacturing 
processes well understood by in- 
dustry and provide a comparable 
basis for figures of domestic pro- 
duction and foreign trade.” The 
result of this criticism has been the 
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adoption of a new export classifica- 
tion, effective January of this year, 
which groups in accordance with 
basic materials rather than degree 
of fabrication. Within time, no 
doubt, the census of manufactur- 
ers will modify its tables to con- 
form more closely to this new and 
scientific classification. 


Economic Statesmanship 


It is in other ways, however, and 
less technical ones, that the release 
of new energy can best be illus- 
trated. If we pass quickly over 
some salient features in the present 
organization of the bureau we shall 
be in a position to discuss in greater 
detail those services now being ren- 
dered which are of practical inter- 
est to banks and their foreign trade 
clients. 

In any organization I think it 
is a truism to say that strength 
depends upon powers of observa- 
tion, of assimilation and of action. 
Weakness in any one of these de- 
feats the others. As with the ani- 
mal organism, a healthy state im- 
plies alert sensory nerves, a good 
digestive or adaptive apparatus and 
nimble limbs of action. Carrying 
the figure a little further, we might 
call the overseas officers of the De- 
partment of Commerce its. sensory 
organs, the central office in Wash- 
ington its digestive or adaptive 
mechanism, and the “district” and 
“cooperative” offices in the states 
its arms and fingers. 


Impending Changes 


Like most figures of speech, how- 
ever, the comparison of the bureau’s 
foreign representatives with sensory 
organs is in some respects, un- 
fortunate, if not misleading. They 
are organs of action as_ well. 
American commercial attaches and 
trade commissioners, who maintain 
their offices in every important capi- 
tol’ of the world — sonie twenty- 
seven of them — are more than 
intelligence officers warning Wash- 
ington by wire and pouch of im- 
pending changes, and_ keeping 
headquarters informed of economic 
and commercial conditions. They 
are in every sense ambassadors of 
commerce, assisting American trav- 
eling men in their contacts; inter- 
ceding where requested in 
commercial adjustments; serving 


as intermediaries with officials—in a 
word, bearing the broad interests of 
American trade in the commercial 
centers where they are stationed. 


Force of 1,000 


It would be equally misleading if 
we were to visualize the strength of 
our foreign commercial representa- 
tion merely in terms of officials of 
the Department of Commerce. The 
State Department has over 800 
consular officers in one of the most 
far-reaching organizations of its 
kind, and the cooperation of the 
consular with the trade commis- 
sioner and commercial attache 
staffs makes a _ hundred-handed 
Briarens whose capacities are not 
yet fully tried. Without averting to 
a description of their different func- 
tions—a few of them perhaps still 
slightly overlapping—it can be said 
with assurance that there has never 
before been as effective a joining- 
of-hands between the Departments 
of State and Commerce. In in- 
formational service the direction of 
consular activities flows mainly from 
the Commerce through the State 
Department and with its own staff, 
the bureau may be said to draw 
from Uncle Sam’s force of a 1,000 
overseas commercial intelligence 
officers. This tendency toward an 
integration of control, coupled with 
a separation of function, may be 
regarded by some as a leaf stolen 
from the experience of our British 
cousins. However that may be, it 
is only indicative of other ways in 
which political and commercial 
factors are becoming the warp and 
woof in a jointly woven texture of 
new international policy. 


Scientific Sales Management 


The suggestion has been made 
above that the “District” and ‘Co- 
operative” offices might be consid- 
ered the limbs of the bureau. The 
difference between these two types 
is one of organization rather than 
of service. The district offices are 
to be found in New York, Boston, 
Chicago, New Orleans, St. Louis, 
San Francisco, Seattle and Manila. 
They are manned by staffs in the 
employ of the Department of Com- 
merce. The cooperative office is 
maintained by arrangement with a 
representative Chamber of Com- 
merce, one of whose secretaries de- 
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votes his energies to foreign tra:le, 
and is supplied with complete files of 
the bureau’s special and periodical 
publications, commercial _ intelli- 
gence lists and advance copies of 
trade opportunity addresses. Offices 
of the latter type are to be found 
in twenty American cities. To a 
very large extent, though by no 
means exclusively, the timely com- 
mercial material from America’s 
overseas representatives is com- 
municated to business interest 
through these regional points of 
contact, which are continually sup- 
plied with new fuel for their trade- 
information service from Washing- 
ton. 


Trade Contacts 


In addition to these regional, 
there are also trade and commodity 
contacts fostered in part through 
the district and cooperative offices, 
but made possible by the organiza- 
tion, in Washington, of a dozen 
“Commodity” divisions manned by 
men of the industries. This is the 
distinctive feature in the recent en- 
largement of the bureau’s_ work, 
giving double edge to a once one- 
sided weapon. It is an invitation 
for those primarily concerned to 
cooperate at the Washington head- 
quarters in a way most acceptable 
to the trade, and to utilize, by sci- 
entific means known only to the 
specialist, the vast fund of material 
forever pressing the flood-gates, but 
formerly too little used in irrigating 
the plains of foreign business. It 
has proved a most effective means of 
galvanizing the relations between 
the district and cooperative offices, 
trade associations and_ industrial 
groups. It has strengthened the 
bonds between Washington and the 
industries, Washington and the local 
offices, and the local offices and the 
trade associations. 

The bureau in Washington is 
often referred to as an “information 
factory.” I would rather think of 
it, however, as a human organism, 
or, concluding our figure, the di- 
gestive or assimilative part of a 
human organism. It is in strength- 
ening these processes of adapting, 
interpreting and vitalizing commer- 
cial information that the chief 
advantages of the newly added com- 
modity divisions are most evident. 
This growing organization along 
functional lines gives further guid- 
ance to the field force, both foreign 


March, 1922 


and domestic, in that the efforts of 
commercial attachés, general and 
special trade commissioners, and 
consuls are directed into practical 
channels and district and coopera- 
tive offices are supplied with ma- 
terial served for the trade. 


Typical Case 


To illustrate, let us suppose that 
an automobile concern desires to 
build for the coming year’s export 
trade. It needs expert counsel con- 
cerning markets, present and po- 
tential, for this particular kind of 
car. It must understand 
tariff regulations and 
tariff rates, changing 
from country to country 
with kaleidoscopic vari- 
ety. It wishes to know 
transportation routes and 
costs, and means of pack- 
ing; and to study the 
commercial laws of each 
projected market—taxes, 
patents, agency agree- 
ments, commercial arbi- 
tration. It must gauge 
the force and direction of 
foreign and domestic 
competition. Only then 
is it in position to esti- 
imate by more than rule 
of thumb the probable 
profits of the new under- 
taking. A .small firm 
without adequate foreign 
agencies and a consider- 
able experience in for- 
eign trade might well 
hesitate to take such a 
risk. The complexity of 
the problem is a great 
deterrent. Without some 
scientific figuring com- 
parable to an engineer’s 
diagrams the firm in 
question is like a Chinese 
Chinese tradesman seeking his for- 
tune by drawing bamboo sticks in a 
joss house. 

That is why an automobile firm, 
whether large or small, might 
naturally turn to the automobile di- 
vision with its foreign trade prob- 
lem. Domestic figures made 
available from the trade are studied 
in connection with official statistics 
of exports. Through the coopera- 
tion of the statistical division of 
the bureau, a close analysis of auto- 
motive exports throws light upon 
sources and tendencies of foreign 
demand by country and by type of 
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car. The divisions of commercial 
laws and foreign tariffs assist the 
automotive staff in a detailed de- 
scription of conditions in each mar- 
ket. The information thus garnered 
may be used as an only source of 
guidance, or serve to supplement 
other data privately gathered. The 
result in either case is a scientific 
sales campaign. 

[ heard a poignant statement the 
other day of the difference between 
a cat anda man. Let us assume, it 
was said, that each sits on a hot 
griddle. After that, the man stays 


BUREAU OF FOREIGN AND DOMESTIC COMMERCE 
Here Is a Great Government Department Equipped to Render Assistance 


to Bankers and Their Customers 


away from hot griddles. But the 
cat forever shuns both hot and cold. 
The presence of technical staffs in a 
unique position to control funda- 
mental sources should help Ameri- 
can business houses to avoid in the 
future many of the disheartening 
experiences of the last two years, 
and encourage them to gird their 
loins for new attempts. The com- 
modity divisions will try to assist 
exporters—perhaps at times banks 
—to discriminate between what is 
sound and unsound in foreign trade, 
thus turning resentment against 
the causes of recent troubles rather 
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than an essential institution — for- 
eign trade. These services will be 
tendered not algne to the automo- 
tive industry, but to electrical equip- 
ment, foodstuffs, lumber, industrial 
machinery, rubber, specialties and 
the four or five other trades repre- 
sented in special divisions. 


Regional Information 


A wide-awake export manager 
also has occasion to use a different 
type of information, which, for lack 
of a better term, we might call 
regional. Ideally equip- 
ped with techni cal 
knowledge and its basis 
of current facts, he still 
is anxious to know some- 
thing of general eco- 
nomic conditions as they 
may affect his future or- 
ders, his deliveries and 
his collections. Frozen 
credits and dishonored 
drafts in Habana today 
illustrate the interest of 
textile and machinery 
manufacturer in the su- 
gar situation and its gen- 
eral aftermath. . A pro- 
duction manager wishes 
to estimate the force of 
foreign competition in 
the domestic market, or 
the probable effect of 
foreign demand in ab- 
sorbing the domestic sur- 
plus. Banks engaged in 
financing exports have 
an even keener apprecia- 
tion, if not a greater 
need, of up-to-the-minute 
advices on prices, ex- 
change, currency, budget- 
ary estimates, treasury 
deficits and innumerable 
other specific facts out 
of which a picture is woven—a 
cross section, so to speak, of the 
running stream of economic life. 


Far Eastern Work 


Here is where the bureau's 
regional divisions—the Far Eastern, 
Western European, Eastern Euro- 
pean, Near Eastern and Latin 
American — render their greatest 
service. They supplement and 
check the information culled by 
technical and commodity divisions. 
Critically studying, filing, indexing 
and editing from 100 to 150 con- 
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sular and trade commissioner re- 
ports daily ; clipping and comparing, 
with the help of. the research di- 
vision, nearly 300 foreign news- 
papers and periodicals written in 
eighteen languages, they are in posi- 
tion at any time to discuss the prin- 
cipal factors in market tendencies 
in any part of the world. In major 
tasks of research they are assisted 
by the research staff, and where 
there is a gap in fundamental ma- 
terial a cable of enquiry is sent to 
the appropriate consular or com- 
merce office. 


Services Rendered to Banks 


The other day the foreign trade 
adviser in one of America’s great- 
est banks told me that the periodical 
cable service on economic condi- 
tions established by his bank 
through arrangement with its for- 
eign offices and correspondents had 
been discontinued “because of the 
superior service made available for 
everyone in the economic cables 
published by the Bureau of Foreign 
and Domestic Commerce in_ its 
weekly ‘Commerce Reports.’” The 
economist of a New York bank 
acknowledged the German budget- 
ary and reparations material ob- 
tained from the bureau as un- 
equalled in any other available 
source, foreign or domestic. Three 
instances lately have been called to 
my attention of the practical use, 
in a large commodity bank, of ma- 
terial furnished on the Portuguese 
economic situation unavailable else- 
where. 

These are random leaves from 
the book of memory, but everyone 
indicative of the line of service 
which the bureau hopes to develop 
for banks and their clients. Does 
a merchant wish to have clean drafts 
accepted on the basis of foreign 
shipping documents? Does an ex- 
port manager ask credit advances 
on documentary bills? The bank 
must weigh all the factors under- 
lying commercial credit in the for- 
eign market concerned. Has an 
advancing bank had recourse to the 
drawer because the draft was un- 
paid? The bank must be in position 
to advise the exporter as to the best 
disposition of his unclaimed goods. 
The fact that larger banks have been 
so far the principal users of bureau 
facilities is suggestive of the possi- 
bilities of greater service when the 
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rank and file are accustomed to 
consulting official sources. 


Cable Reports 


In this connection mention should 
be made of the “cable summaries,” 
which are to appear in “Commerce 
Reports” beginning with March. 
They are a merging of the monthly 
surveys and cables on general eco- 
nomic conditions throughout the 
world—in that, through an expan- 
sion of the cable service, the new 
summaries aim to have the com- 
pleteness of the former and the 
timeliness of the latter. These 
monthly “cable summaries” will be 
supplemented by numerous continu- 
ally appearing cable items. They 
will be built upon periodically re- 
ported figures covering a wide field, 
and will sketch the important de- 
velopments in finance, commerce 
and industry. The monthly sequence 
of this cable service, given below, 
cannot be adhered to with strict 
regularity, owing to occasional 
delays in the receipt of cables. As 
a general rule, there will be little 
departure from the schedule: 

First Monday—Latin America. 

Second Monday — Near East; South 
Africa; and certain countries of Europe 
(Great Britain, Italy and Czecho- 
slovakia). 

Third Monday—Eastern Europe; and 
Germany, France and Austria. 

Fourth Monday—Far East; and Spain, 
Belgium, Denmark, Netherlands. 


The Mondays, of course, refer to 
corresponding issues of “Commerce 
Reports.” 


Investments 


There is another service occa- 
sionally rendered by the bureau, 
which might be called the invest- 
ment opportunity, or more correctly, 
descriptions of conditions of those 
foreign flotations which may be of 
interest to American commercial 
and investment banks, or of aid to 
American commerce. Now and 
again an attractive investment op- 
portunity comes out of the foreign 
hopper and is communicated, always 
without recommendation, to quali- 
fied American interests. I pick at 
random a few illustrations from the 
recent activities of two regional 
divisions : 

The Chinese Ministry of Com- 
munications wished to make a 
substantial loan to improve the 
telephone and telegraphic service. 
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Information in regard to this as wcll 
as to the earnings of the ministry 
and its other .sources of incoie 
which might serve as security, was 
forwarded to a number of typical 
banks, and also to development cor- 
panies interested in making such 
loans with the idea of furnishing 
materials. 

Information regarding the loaiis 
made by various Australian gov- 
ernments was disseminated through 
district offices. This included an 
explanation of the recent Queens- 
land loan placed in the United 
States. 

The desire of the Great’ Indian 
Peninsular Railroad to finance the 
electrification of its Bombay lines 
was communicated to interested par- 
ties. 

Many inquiries have been an- 
swered about recent loans made by 
the Philippine Government. 

Considerable light was thrown 
upon the conditions surrounding 
the recent Netherlands East Indies 
loan in the United States. 

A mass of information has been 
compiled regarding the Sukkur 
Barrage, the Bombay water system, 
the proposed bridge across the river 
at Calcutta, the expansion of the 
Calcutta electric power plant, anda . 
large number of other projects, all 
of which will have to be financed, 
if they are financed at all, by loans. 

Contacts have been established 
which may result in some direct 
purchases of American silver by In- 
dian bankers. 

Budget figures of various Euro- 
pean countries have been submitted 
to enquirers who were prospective 
purchasers of European bonds. 

The status of the proposed $5,- 
000,000 loan to Liberia has been 
discussed with private firms in the 
United States who are anxious for 
Liberian business. 

Judging by the enquiries that con- 
tinually elicit such a wide assort- 
ment of information, it is conserva- 
tive to say that the eclipse of interest 
in our foreign trade is temporary 
only. The American workman can- 
not, like the French Poilu, meet a 
long-enduring industrial depression 
by return to the village tillage of his 
fathers. The only alternative to a 
most painful period of industrial 
readjustment is the steady expan- 
sion of our export trade to take up 
the excess over domestic consump- 
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tion in many of our principal ex- 
tractive and finishing industries. 

To one who doubts the continued 
importance of foreign trade to the 
United States a close analysis of 
1921 exports will prove illuminating. 
It is likely that these exports 
reached over 80, perhaps nearly 85 
per cent., of the volume of 1920 
exports ; and it can be said with little 
danger of contradiction that our ex- 
port trade in the twelve months just 
passed is not far from what it would 
have been, had the normal pre-war 
growth continued without interrup- 
tion. 

American foreign trade will not 
come into its own, however, until 
long and short-time credit facilities 
have been made available for over- 
seas purchasers whenever careful 
analysis reveals an ability to meet 
well-defined conditions. Our credi- 
tor position must be strengthened 
by judicious loans for industrial and 
reproductive purposes. To this end 
the banker and the exporter must 
collaborate—and the Department of 
Commerce will help to show the 
Way. 


Pre-War Bank Balances 


A number of members of the 
American Bankers Association 
have requested the Commerce and 
Marine Commission to assist in 
the matter of the recovery, for 
American banks, of pre-war bal- 
ances due them from German and 
Austrian institutions. 


To be of constructive assistance 
in this important matter — and 
from investigations made by the 
Commerce and Marine Commis- 
sion, it is evident that the ren- 
dering of such assistance is quite 
possible—it is necessary for the 
Commission to be in possession of 
data relating to such balances. 
Any bank desiring to do so may 
communicate with the Secretary of 
the Commission, at No. 5 Nassau 
Street, New York, on this subject, 
it being understood that all infor- 
mation given will be held in confi- 
dence, if such is the wish of the 
bank furnishing the information. 
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Immutable Laws 


A. A. G. Tulloch, head of the 
Liverpool and Manchester Banking 
Company of England, in his address 
at the annual meeting of the bank 
said: 

“Let us make no mistake about 
it; the trade of the world, the pros- 
perity of this country, has been built 
up on a gradual commercial devel- 
opment of each nation, and we have 
to realize that the laws of economics 
are immutable—that if the world is 
to get back to anything like the old 
level of interchange of commodities 
the great nations must be in a posi- 
tion to deal freely in the world’s 
markets. Reparations, where repa- 
rations are called for, there must be, 
within the limits which are reason- 
ably possible, but a condition prece- 
dent to reparation is economic 
reconstruction, and until Central 
Europe is placed on a basis infinitely 
sounder than that which exists to- 
day it is idle to talk of reparations, 
idle to suppose that claims which we 
believe to be reasonable can be met, 
at all events met in full. 


Complaining of Politics in Business 


Legislative Action Influenced by Provincial Views 


IeW news dispatches come out of 

Washington reporting any pro- 
posed solution of the great prob- 
lems of business, or the abandon- 
ment of any plan relating thereto in 
which the political side of the prop- 
osition is not treated with entire 
frankness. Judging by the prom- 
inence with which everything pro- 
posed at Washington is discussed in 
its political aspect, it appears that 
there is little effort to conceal the 
habit of legislators to examine 
everything first with relation to the 
possible influence it may have on 
the congressional elections. Though 
it is no secret that the political con- 
sideration is always just around the 
corner, the alacrity, the clearness 
with which the average proposition 
thus is discussed in the public prints 
reflects an unusually sensitive state 
of mind at Washington, disquieting 
to those impartial observers who 
may believe that the “solution of 


post-war problems—as in conduct- 
ing the war itseli—expediency 
should give way to broad policies, 
and that in great crises right makes 
the best politics. That there may be 
simplicity in an excess of shrewd 
politics in all parties is suggested by 
The Index of the New York Trust 
Company when it declares: “The 
present political situation as it af- 
fects the business and financial out- 
look can scarcely be ignored.” The 
tax bill in its opinion “exhibits 
strikingly the effect of political 
pressure.” In the measure to create 
a commission to fund the allied debt 
The Index sees similar influences. 
“The powers of this commis- 
sion,” its says, “as determined in the 
bill in question, are strictly limited 
as to the minimum rate of interest 
that shall be paid and the maturity 
of the bonds or rather securities 
that may be approved. Since the 
life of the commission is limited to 


three years, it must be assumed that 
within that time, if at all, the com- 
mission must fund the allied debt at 
a rate of interest not less than 4%4 
per cent., and in some form of se- 
curities maturing within twenty-five 
years. Here again a provincial as 
distinguished from a broad gauge 
point of view is exhibited. A sim- 
ilar indifference to realities and 
sound policies is seen in the con- 
stant pressure to divert the Federal 
reserve system from its commercial 
banking functions into a haven for 
distressed industries, even if the 


‘whole structure is endangered by 


the transformation. Added 
to this is the prospect of a tariff 
bill in which the whole problem of 
reconstruction and revival of busi- 
ness has up to this time had less 
consideration than special interests 
at home and spectres abroad have 
received.” 
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The New Advertising Service 


sion of the American Bank- 

ers Association announces 
that it is ready to deliver upon re- 
quest a series of advertising proofs 
covering banking, bank service and 
bank facts, to member institutions, 
without charge. 

The crystallized effort of some 
of the best advertising ability is 
contained in the series, which 
has been prepared by the Finan- 
cial Advertisers Association and 
others. The copy is valuable as it 
is furnished by the Public Rela- 
tions Commission, but its value will 
be increased considerably as the 
copy is adapted to meet the home 
conditions of institutions which de- 
cide to use the service. It is obvi- 
ous that no one piece of advertising 
copy may be written to meet all the 
purely local conditions existing in 
widely separated parts of the coun- 
try. This new service copy offers 
the concrete ideas of trained bank 
advertising men, which may at least 
prove the basis for local education 
and business-getting copy. 

It is the object of this service to’ 
foster cooperation in advertising be- 


Public Relations Commis- 


FIRST MORTGAGES 


We offer First Mortgage invest- 
ments of the highest character. 
In every loan offered, the sound- 
ness of value, title to property and 


standing of the borrower have 
been thoroughly investigated and 
approved by experienced apprais- 
ers and attorneys before being 
| accepted as our own investment. 


These investments are offered to 
the public with our highest recom- 
mendation. Interest returns are 
attractive for high type and large 
margin of security in these loans. 


Investment in these mortgages 
helps finance this community, an 
the security is right here at home 
where you can makepersonal in- 
vestigation if you want to. 


Bank of Owassa 
i OWASSA, NEW YORK 


By FRANCIS H. SISSON 


Chairman, Public Relations Commission 


he Road.-to 
Happiness 


is made more smooth 
by a substantial savings 
account. Money isn’t everything, 
but it certainly helps over the 
rough spots in life. 


The inborn feeling of satisfaction 
and contentment that accompan- 
eS a growing savings account 
can only be appreciated by the 
man or woman who has one. 


Open your account here, 


STATE BANK OF MORSTON 
CONNORSVILLE, ILLINOIS 


tween bankers who are members of 
the American Bankers Association 
—not alone for their mutual benefit, 
but for the benefit of American 
prosperity and education. One of 
the vital needs of the day—if not 
the most vital—is the education of 
the average man, woman and child 
in the fundamentals of economics. 


The service provides a number of 
advertisements covering some of the 
plain truths upon which our whole 
banking structure stands. 

The advertisements which are 
shown herewith are, of course, re- 
duced in size and have been picked 
at random from the copy which has 
been prepared and may be taken as 
fairly representative of the series. 

Through this service the Public 
Relations Commission strives to 
place at the disposal of all member 
banks in the United States the best 
bank advertising copy it is possible 
to secure. Those who have pre- 


' pared it are engaged in the prepara- 


tion of advertisements for the large 
banks of the country and their prod- 
uct, as contained in this series, is 
to be had without charge for the 
asking. 

Every piece of copy is a practical 
advertisement and its preparation 
has been directed by the experience 
of experts. 
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for Members 


Twelve of the advertisement: 
have been set in display form and 
it is suggested to those who desire 
to apply for the service that any or 
all of the remaining advertisements 
may be used in any of the twelve 
styles, or in any other form which 
the individual bank may prefer. I: 
is suggested that the proof of eacl) 
piece of copy as used be obtained 
from the medium in which it is 
printed and filed with the series 
until the latter has been exhausted. 

Each piece of copy is complete 
with the exception of the name of 
the advertising institution which 
must be inserted. In some instances 
names have been inserted simply for 
the purpose of balancing the typog- 
raphy, and substitution should, of 
course, be made. 

Any of the copy may be altered 
as the individual participant desires. 
It is suggested that the material 
may be displayed to much better 
advantage through the addition of 
the individual institution’s slogan, 
emblem, seal or any cut which it 
has been the practice to use. The 
series is not copyrighted and the. 
typography offers no obstacles to 
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e 
advice— 


what is it worth? 
DEPENDS—upon the 


one giving the advice, his stand- 
ing, training and experience. 
In investment matters, no one is 
better qualified to give advice than 
a bank. 
It is a bank's business to know 
what investments are Safe. Every 
day it comes in contact with in- 
vestment problems. 
This bank through its place among 
successful institutions of its kind, is es- 
pecially fitted to advise on investment 


matters and to suggest safe selections. 
It does not recommend and never has 


recommended any but the highest grade 
securities. 


Our advice on investment matters 
is yours for the asking whether or not 


you are contemplating an investment 
through us. 


American Trust 


& Savings Bank 


Resources Over One Million Dollars 


- 
| 
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Cannot Keep Out Both Goods and Labor 


Economic Policy Commission Points to a Danger in the Making of a New Tariff Law. 
Railroads, the Bonus and Tax Exemption 


Declaration on the Federal Reserve Board. 


at a meeting in New York on 

February 17, the Economic 
Policy Commission of the Ameri- 
can Bankers Association formally 
set forth its views on five great 
questions—railroads, the bonus, tax 
exemption, the tariff and the Fed- 
eral Reserve Board. 

On the railroads the Commission 
declared that there can be no final 
adjustment of the financial difficul- 
ties confronting the nation until the 
costs of transportation are reduced 
and the costs of transportation can- 
not be reduced until wages and other 
items are lowered. The Commis- 
sion reaffirmed the Association’s op- 
position to the soldiers’ bonus, but 
if a bonus law is adopted then it be- 
lieves the taxes should be levied 
by a sales tax upon all persons. 
The Commission also reiterated 
its advocacy of a constitutional 
amendment permitting the taxa- 
tion of securities issued by states 
and subdivisions there of. A tariff 
must not be framed, declared 
the Commission, which will restrict 
imports to such an extent that it 
will at the same time endanger our 
export trade. Reference was made 
to the close relation between tariff 
and immigration. ‘We cannot ex- 
clude both European goods and 
European labor without breaking 
down the whole economic system of 
the world.” The Commission con- 
demned the unwarranted attacks 
made in Congress and elsewhere on 
the Federal Reserve Board and de- 
clared its belief that the difficulties 
from which our country now suffers 
are world-wide in character and 
scope. 

M. A. Traylor, of Chicago, chair- 
man of the Commission, presided. 
Others present were Paul M. War- 
burg, New York; Walter W. Head, 
Omaha; Charles. A. Hinsch, Cin- 
cinnati; Evans Woollen, Indiana- 
polis; George E. Roberts, New 
York; John W. Staley, Detroit; 
Waldo Newcomer, Baltimore, mem- 
bers of the Commission, and Dr. 
John H. Williams of Harvard Uni- 
versity, Economist of the Commis- 
sion, and Dr. Walter Lichtenstein 


| N a series of resolutions adopted 


of Chicago, Secretary of the Com- 
mission. 

The Commission determined after 
a discussion that a single economic 
survey made in the Spring would be 


~a better plan than surveys made both 


in the Spring and Fall, and the 
single Spring survey was decided 
upon. A draft of the questionnaire 
to be used was presented. 


The Railroads 


Chairman Traylor next presented 
the subject of the railroad situation, 
which had been referred to the 
Economic Policy Commission by the 
Los Angeles Convention for a for- 
mal expression of the attitude of the 
Association. 

In discussing the status of legis- 
lation designed to solve the rail- 
roads’ problems it was said that the 
Capper Bill is eliminated, since no 
action is to be taken upon it for the 
present. It was agreed that a re- 
duction of wages is essential, as is 
also a reduction in transportation 
charges, and keen regret was ex- 
pressed at the failure of Congress 
to pass the so-called “Railroad Re- 
funding Bill” (H. R. 8331) looking 
toward accomplishing these ends. 
This bill has been side-tracked in 
Congress as the result of an agree- 
ment between railroad interests and 
the Agricultural Bloc. 

Railroad claims should be set- 
tled as speedily as possible. The 
question of whether rates could be 
cut before wages was considered at 
some length. It was recognized 
that railroad equipment prices are 
as much out of line as are railroad 
wages, and that 40 per cent of 
high equipment costs is charge- 
able to labor, due in a large 
measure to the arbitrary working 
rules imposed by the labor organiza- 
tions. The railroads, it was con- 
ceded, could not now possibly stand 
a diminution of revenue through a 
reduction of rates; that relief must 
first come through a reduction of 
wages. 

Chairman Traylor suggested that 
a statement as a matter of principle 
with respect to the governmental 
bodies—Interstate Commerce Com- 
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mission and the Labor Board—be 
made and that some specific state- 
ment be issued on the subject of 
reduction of rates and expenses. 
Messrs. Newcomer, Hinsch and Dr. 
Williams were appointed a com- 
mittee to draft a suitable statement 
of the attitude of the Association on 
this question. 
Tariff 

The policy of the Associatien on 
the tariff, referred to the Economic 
Policy Commission at the meeting 
in Los Angeles, was taken up. At 
the request of the Chairman, Dr. 
John R. Williams, economist of the 
Economist Policy Commission, dis- 
cussed his series of articles in 
the JOURNAL OF THE AMERICAN 
BANKERS ASSOCIATION, in which he 
is treating the tariff question in the 
light of the European situation, 
showing the various aspects of the 
international problem—the working . 
of international trade under depre- 
ciated paper, the British commercial 
policy, the Continental European 
policy, and the importance of the 
German reparation policy in this 
connection—and intends to show 
the extent to which the present 
monetary situation will affect the 
tariff problem. 


American Valuation 


While it is believed by many that 
the plan is sound in principle, 
though difficult of administration, 
there is much diversity of opinion, 
and more light is needed as to 
whether or not trading under de- 
preciated currency will expand our 
imports, i. e., whether it will ex- 
pand the trade of foreign nations 
exporting to us. Thus far it has not 
done so, owing to the difficulty of 
getting raw materials and because 
of restrictions placed by foreign 
governments through taxes, etc., so 
as not to allow free play. The 
American Valuation Plan was con- 
ceded to be a double-edged proposi- 
tion which, arbitrarily used, would 
destroy our imports. Some adjust- 
ment must be made so as to permit 
the largest measure of trade in 
things that are fundamental -to 
American life. 
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The relation of immigration to 
the tariff question was emphasized. 

Chairman Traylor stated that the 
Commission is already on record 
against the Soldiers’ Bonus Bill, 
and recommended that the Commis- 
sion reiterate the Association’s op- 
position to any kind and character 
of bonus bill. It was decided to add 
that if such legislation must be 
passed the financing should be done 
through a sales tax, which would 
distribute the burden on all persons. 

Tax exemption of building and 
loan associations was discussed in 
the light of the fact that many of 
them are bidding for deposits at 
excessive rates of interest, and tax 
exemption, which makes this pos- 
sible, was condemned. 

It was the sense of the Commis- 
sion that the attacks being made 
upon the Federal Reserve Board 
tend to undermine the system; that 
the Federal Reserve Board cannot 
defend itself successfully and when 
put upon the defensive without the 
support of bankers of the country 
the whole system is in danger. The 
Commission believes that if bankers 
have confidence in the system they 
should say so, for the principle of 
keeping the system free from poli- 
tics is of vast importance. A draft 
of resolutions drawn by Mr. War- 
burg on this subject was then con--: 
sidered, and the Commission adopt- 
ed the resolutions as follows: 


Federal Reserve System 


The Economic Policy Commission of 
the American Bankers Association dis- 
approves and condemns without any res- 
ervation the unwarranted attacks that 
have been made inside of Congress and 
without, on members of the Federal Re- 
serve. Board individually, and upon the 
Board as a whole. 

The Economic Policy Commission is 
wholly in accord with the point of view 
expressed in the memorial presented to 
President Harding by the Advisory Coun- 
cil of the Federal Reserve Board, to the 
effect that the difficulties faced by our 
country at this time are world-wide in 
their character and scope, and that it is 
insincere to claim that the collapse in 
the prices of commodities is due to the 
contraction of loans and investments of 
the Federal reserve system. As a mat- 
ter of fact, the statistics of the Federal 
reserve system show that the rapid de- 
cline of prices occurred in the United 
States fully six months before the con- 
traction of loans of the Federal reserve 
system began. The Economic Policy 
Commission fully realizes the desperate 
plight in which the farmers of the United 
States find themselves at this time, and 
it has the greatest possible sympathy 
with their sufferings. The Commission 


is in favor of measures that would 
bring genuine relief without violating 
sound principles of government and bank- 
ing. No possible relief can be expected, 
however, from increasing the number of 
members of the Federal Reserve Board 
and by adding a member who would be 
a farmer by profession or an expert in 
agriculture. It is a fact that the present 
banking members of the board hail from 
purely agricultural sections, while out of 
the other five members not one is from 
large money centers such as New York, 
Chicago, Philadelphia, Cleveland, Pitts- 
burgh or St. Louis. There is no reason 
to assume that the Board was or is now 
out of sympathy with the farming in- 
dustry of the country. As a matter of 
fact, agricultural loans of the Federal 
reserve system expanded during the 
period of falling prices, while the loaus 
of the Federal reserve system in indus- 
trial sections of the country contracted. 
If the Board could not give greater re- 
lief than it did, it was due on the one 
hand, to the fact that economic forces 
were at play which affected the whole 
world, and on the other, it was due to 
the fact that the very sections which 
are represented by the so-called “Agri- 
cultural Bloc” are served by banks of 
which more than 75 per cent. are not 
members of the Federal reserve system 
and cannot, therefore, have direct access 
to the facilities of the Federal reserve 
system. Relief in this regard must be 
sought, first, by bringing pressure on 
the banks in these sections to enter the 
system that could become members of 
the Federal reserve system, but for 
reasons of their own have so far not 
sought membership. It is stated that 
about half of the 20,000 banks at present 
outside of the system belong to that 
class. The Commission believes that 
if, in the wisdom of Congress, it 
should be necessary to adopt legisla- 
tion for the specific purpose of aiding 
the agricultural sections of the coun- 
try it should be along the lines pro- 
posed by the Committee on Agricultural 
Inquiry, which suggested that an impor- 
tant service could be rendered by the 
Federal land banks, which, by means of 
an enlarged capital, might be enabled 
and permitted to rediscount with Federal 
reserve banks such eligible agricultural 
paper (with maturities up to six months) 
as they might have acquired from banks 
not eligible for membership in the Fed- 
eral reserve system. While the Eco- 
nomic Policy Commission in general 
heartily indorses the Senate Bill No. 
3051 and H. R. No. 10058, at present 
before Congress, which are designed 
to bring relief on these lines (without 
prejudice to the views repeatedly ex- 
pressed by the American Bankers Asso- 
ciation concerning the _undesirability of 
the United States issuing securities en- 
tirely tax-exempt), it believes that it 
would be preferable to have the prospec- 
tive privileges to be granted to the Fed- 
eral land banks limited to a specific period 
of time. 

The Economic Policy Commission fur- 
thermore indorses the plan outlined in 
the bill H. R. No. 4906, which plans to 
increase from five to six the number of 
appointive members of the Federal Re- 
serve Board,.but eliminates at the same 
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time from Board membership the Com))- 
troller of the Currency, and transfeis 
the bulk of his functions to the Federal 
Reserve Board. At the same time the 
bill provides that, instead of the Secre- 
tary of the Treasury, the under-secretary 
shall be a member of the Board. The 
Economic Policy Commission believes 
that greater efficiency on the part of the 
Board and of the system as a whole 
would be secured if these bills were en- 
acted into law. The history of the Fed 
eral reserve system up to date has shown 
that the present division of authority is 
objectionable, that it leads to unnecessary 
“red tape” and delay and interferes wit! 
that unreserved cooperation between ex 
aminers and Federal reserve bank officials 
which is essential for the safety and best 
administration of our banking system. 

The Commission adopted the following 
general resolutions as expressing the 
policy of the Association on the various 
subjects: 


Railroad Rates and Wages 


The Commission feels that the rail- 
road situation is one still demanding 
the careful attention of the whole coun- 
try and has come to the conclusion that 
there can be no final adjustment of the 
financial difficulties confronting the na- 
tion until the costs of transportation 
are reduced, and this cannot be accom- 
plished until other costs are lowered, 
especially the wages now paid to labor. 
A difficulty even greater than the wage 
question is represented by the onerous 
working rules imposed by the labor 
unions upon the railroads. The Com- 
mission is strongly of the opinion that 
before this whole question can be satis- 
factorily adjusted it will be necessary 
for a closer coordination and correlation 
of the work which is now divided be- 
tween the Interstate Commerce Commis- 
sion and the Federal Labor Board. As 
a matter of fundamental economic prin- 
ciple it is obviously impossible to cut 
railroad rates until railroad wages are 
adjusted. 


No Bonus But— 


The Commission reiterates most em- 
phatically the position which it took at 
the annual convention of the American 
Bankers Association at Los Angeles last 
October, opposing the Soldiers’ Bonus 
Bill. It indorses, however, the stand 
of President Harding that if Congress 
insists upon enacting such a law the 
taxes ought to be levied not upon one 
class of the population, but upon all 
sections, which could only be accom- 
plished by means of a sales tax. 


Tax Exempt Securities 


The Commission also reiterates its 
previous stand in regard to tax-exempt 
securities, advocating a Constitutional 
amendment permitting the taxation of 
securities issued by states, municipalities, 
and other political subdivisions. It is 
opposed to the feature in the present law 
which exempts from taxation $300 in- 
come annually from moneys deposited in 
building and loan associations. This 
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German Trade and the Reparation Payments 


By JOHN H. WILLIAMS, Ph. D. 


Harvard University; Economist of the Economic Policy Commission of the American Bankers Association 


Substantial Payments Not Likely Until Her Pre-War Eastern European 
Markets Are Opened Up. An Economic Paradox. 


of Cheap Goods Into the United States. 


The Expected Flood 
According to General Expecta- 


tion German Exports Should Have Been Stimulated and Her Im- 
ports Depressed by the Fall of the Mark, but Statistics Show Surprises 


ERMAN foreign trade this 
past year has presented a 
very striking economic par- 
adox. It is now a commonplace 
that the amount of reparations 
which Germany can pay must de- 
pend on the expansive capacity of 
her foreign trade. Germany’s at- 
tempts to meet the reparation pay- 
ments under the terms of the Lon- 
don Settlement of May 5, 1921, 
combined with the continued ex- 
pansion of inconvertible paper 
money, resulted in a precipitous fall 
of the mark. According to eco- 
nomic theory and general expecta- 
tion, the depreciating exchange 
should have exercised a stimulating 
effect on German exports and a de- 
pressive influence on her imports. 
A great part of the agitation in the 
United States for increased protec- 
tive duties and the adoption of the 
American valuation plan has been 
aimed particularly against the ex- 
pected flood of cheap imports from 
Germany. The German trade sta- 
tistics, however, show that instead 
of the expected increase of exports, 
the fall in the mark last year was 
accompanied by an increasing ex- 
cess of German imports over ex- 
ports. 


Before the War 


To appreciate the full significance 
of what happened to German for- 
eign trade in 1921, one must recall 
the status of Germany’s interna- 
tional balance before the war. In 
1913 German exports amounted to 
about 10,000,000,000 gold marks, or 
$2,500,000,000, and the imports to 
about 11,125,000,000 gold marks, or 
about $2,780,000,000. In the five 
years, 1909-1913, imports exceeded 
exports by about $350,000,000 a 
year. About $200,000,000 of this 
represented earnings on German 
capital invested abroad, and about 


$50,000,000 represented shipping 
earnings, the remainder being 
divided among such other credit 
items as earnings of German banks 
and commercial houses abroad, 
tourists’ expenditures in Germany, 
and the like. The war removed the 
chief of these German credits. The 
greater part of Germany’s foreign 
investments has disappeared, and 
her shipping, though displaying re- 
markable recuperative powers since 
the armistice, is still small compared 
with her pre-war merchant fleet. 
Aside from reparation payments, 
therefore, the exports and imports 
of Germany since the war might 
have been expected to come more 
nearly to an even balance than they 
did in pre-war years. 


To Meet Payments 


To meet the reparation payments, 
however, Germany would need to 
supplant her pre-war excess of im- 
ports by a very large excess of ex- 
ports. According to the Treaty of 
Versailles, the total reparation bill 
was to be 138,000,000,000 gold 
marks. J. M. Keynes, the English 
economist, in his recent book “A 
Revision of the Treaty,” has calcu- 
lated that at 5 per cent. interest and 
1 per cent. sinking fund the annual 
charge to defray the total German 
liabilities under the treaty would 
be 8,280,000,000 gold marks. To 
pay this bill, under the plan pro- 
vided in the London Settlement, 
which called for 2,000,000,000 gold 
marks a year plus 26 per cent. of 
the exports, German exports would 
have had to rise to 24,000,000,000 
gold marks a year, or about two and 
one-half times the magnitude of 
Germany’s pre-war export trade. 
In the last eight months of 1921 
German exports actually amounted 
to 2,432,000,000 gold marks, or at 
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the rate of 3,650,000,000 gold marks 
a year. With exports of this mag- 
nitude, Germany’s actual repara- 
tion bill, from May to December, 
1921, amounted, under the London 
Settlement plan, to 1,965,000,000 
gold marks. In other words, in 
order to meet even the relatively 
moderate terms of the London Set- 
tlement, Germany’s exports in these 
eight months would have had to 
exceed her imports by almost 
2,000,000,000 gold marks. But, in 
fact, the imports exceeded the ex- 
ports by 557,000,000 gold marks. 
It was a foregone conclusion, there- 
fore, that with German foreign 
trade in this condition, it would be 
impossible to meet the quarterly 
payments demanded under the 
terms of the London Settlement for 
more than a brief period. In De- 
cember the German Government 
was compelled to give notice that 
it could not meet the January and 
February payments of this year. 


Quick Failure 


Thus within nine months of its 
inception the London Settlement on 
reparation payments, which was 
announced to the world last May as 
a complete and final solution of the 
reparations problem, had broken 
down completely. At present small 
ten-day payments of 31,000,000 gold 
marks are being made. These pay- 
ments represent, however, merely 
the sums due under the 26 per cent. 
levy on exports. No effort is ap- 
parently being made to collect any 
portion of the 2,000,000,000 gold 
marks annual cash payment re- 
quired under the London Settlement 
plan. 

For the future, it remains still to 
be seen whether the German export 
trade will expand sufficiently to 
make possible substantial payments 
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on reparation account. If the ex- 
ports should increase to the pre- 
war figure of 10,000,000,000 gold 
marks, the annual _ reparations 
charge under the London Settle- 
ment would be about four and a 
half billion gold marks (2,000,000,- 
000 gold marks cash payment, plus 
26 per cent. of the exports). Since 
(serman imports amounted to about 
four and a half billion gold marks 
in 1921, or about 40 per cent. of the 
pre-war annual imports, reparation 
payment of this magnitude, even in 
the event of an expansion of Ger- 
man exports to their pre-war level, 
could only be made upon the condi- 
tion of the imports remaining vir- 
tually stationary at their present 


figure. 


Raw Materials Needed 


Merely to state the case is to 
answer it. It is highly improbable 
that German exports, consisting as 
they do chiefly of manufactured 
products, could expand to more 
than twice their present figure with- 
out substantially increased imports 
of the necessary raw materials. The 
official German trade statistics since 
the armistice have displayed a most 
paradoxical situation. 
statistics are not yet available. For 
1919 and the first five months of 
1920 trade data, in paper marks, 
were presented by the German dele- 
gates to the Brussels Financial Con- 
ference. For 1920 complete statis- 
tics by weight are available, but 
only for exports are the values 
given. For January-April, 1921, no 
figures at all have appeared, but 
since that time we have had com- 
plete statistics by value and by 
quantity for both imports and ex- 
ports. Incomplete as the data are, 
they are yet sufficient to give the 
main outlines of the situation. In 
quantity, imports have fallen from a 
monthly average of 6,058,000 metric 
tons in 1913 to 1,570,000 in 1920 
and 2,157,000 in 1921. Ger- 
many’s imports in 1920 were thus 
about one-fourth of the quantity 
imported in 1913 and in 1921 were 
about one-third the pre-war figure. 
In exports the monthly average was 
6,146,000 tons in 1913, 1,650,000 
tons in 1920, and 1,610,000 tons in 
1921. The exports have thus been 
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about one-fourth of the pre-war 
figure, so far as quantities are con- 
cerned. It will be seen, too, that 
while imports increased about one- 
fourth in quantity last year over 
1920, the quantity exported actually 
declined. 

The value figures are even more 
striking. From monthly average 
imports of 927,000,000 gold marks 
in 1913, imports fell to 571,000,000 
gold marks a month in 1919-20, and 
375,000,000 gold marks in 1921. 
Exports meanwhile declined from 
841,000,000 gold marks per month 
in 1913 to 256,000,000 gold marks a 
month in 1919-20 and 304,000,000 
gold marks in 1921. In other 
words, German exports and imports 
last year were little more than one- 
third of the pre-war figures. 

The failure of German exports 
to respond to the stimulus of 
the depreciating mark exchange in 
1921 has been due to a number of 
factors, the most powerful of which 
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has apparently been the peculiar 
economic situation within Germany 
itself. That this is the case may be 
seen most strikingly by a compari- 
son of the two boom periods which 
Germany has experienced since the 
armistice as a result of the depre- 
ciating mark exchange. The first 
occurred in the fall and winter of 
1919-20, and the second in the 
period May-December, 1921. The 
foreign trade statistics for these two 
periods are given in the accompany- 
ing table. For better comparison 
with the pre-war figures the statis- 
tics of paper marks are converted 
to a gold basis. 

In the earlier period the mark 
exchange fell from 7.13 cents in 
July, 1919, to 1.08 cents in Febru- 
ary, 1920. As will be seen from 
the table, the result was a pro- 
nounced increase in both imports 
and exports, when figured in paper 
marks. But when reduced to a 
gold basis, imports show a sub- 


GERMAN FOREIGN TRADE 


1,000,000 Paper Marks 
Balances 


1913 
Monthly average 


Imports Exports 


32,170 
2,924 


1,000,000 Gotp Marxks* 
Imports Exports Balances 
927 871 —56 


May To DeEceMBER, 1921 


Monthly average 


*Gold marks obtained by multi 


month of German mark in terms of American d: 


—12,148 
—1,518 


—61 
—73 
—135 
—131 
7 
+19 


—557 
—69 


2,989 


373 


lying paper ma 1 figures for each month by percentage of parity for that 


= 
. Jury, 1919 to May, 1920 
‘ 1919 
3,538 570 —2,968 1,061 171 —890 
August...........6-. Sle 735 — 3,082 824 158 — 666 
September........... 4,191 790 —3,401 702 132 —570 
1,089 — 4,090 832 175 — 657 
November............ 4,446 1,284 —3,162 500 144 —356 d 
4,014 — 1,164 489 392 —97 
ee 3,219 —3,341 459 224 — 235 
February............. 5,932 4,262 — 1,670 269 193 —76 
March..............+ 5,683 4,216 — 1,467 310 230 —80 
5,344 +576 328 379 +51 
6,647 +1,110 614 616 +-102 
Torats............ 54,829 — 22,659 6,288 2,814 —3,474 
Monthly average...... 4,984 — 2,059 571 256 —315 
1921 
Lee, 5,432 —977 392 331 
6,208 — 1,372 407 334 
6,683 —2,735 463 328 
: September........... 10,668 7,519 —3,149 440 309 
9,700 — 4,200 396 276 
November............ 11,912 12,278 366 219 226 
December............ 18,707 14,554 847 299 318 
ToTALs............ 79,080 66,932 | 2,432 
...... 9,885 8,366 |_| 304 
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stantial decline, froms1,061,000,000 
gold marks in July, 1919, to 
269,000,000 gold marks in Febru- 
ary, 1920. Exports, however, show 
on the whole a_ substantial in- 
crease. This is displayed most strik- 
ingly by the monthly statistics of 
the balance of trade. From an ex- 
cess of imports of 890,000,000 gold 
marks in July, 1919, the unfavor- 
able balance was reduced to 76,000,- 
000 gold marks in February, 1920. 
In this first period of depreciating 
mark exchange, therefore, the be- 
havior of the foreign trade bore 
out the expectation of economic the- 
ory. Exports were stimulated and 
imports discouraged. 


The Second Period 


In marked contrast has been Ger- 
many’s experience with foreign 
trade during the second period of 
pronounced exchange depreciation, 
May-December, 1921. 


fell from 1.77 cents on May 21, 
to .37144 cents on November 26. 
As shown by the table, imports ex- 
panded enormously from May to 


October, the imports in October 
reaching the huge figure of 13,900,- 
000,000 paper marks, or two and a 
half times the imports for May. 
Exports expanded more moderately, 
from 4,558,000,000 paper marks in 
May, to 9,700,000,000 paper marks 
in October. When reduced to a 
gold basis, the exports show an 
actual decline, from 310,000,000 
gold marks in May to 276,000,000 
gold marks in October. 

The monthly trade balance, which 
in May showed an excess of im- 
ports amounting to 928,000,000 
paper marks, mounted rapidly in 
each successive month, until in Oc- 
tober the excess of imports 
amounted to 4,200,000,000 paper 
marks. In other words, contrary 
to economic ‘theory and the general 
expectation, exports were discour- 
aged instead of stimulated by the 
depreciating exchange, and imports, 
instead of declining, were markedly 
increased. 


Several Explanations 


There are several explanations of 
this paradox. Germany’s exports 
consist chiefly of manufactured 
products. No stimulus afforded by 


The 


depreciating exchange rates, how- 
ever powerful, can bring about a 
substantial increase of German ex- 
ports until the raw materials for 
their manufacture have been pro- 
vided. For the same reason, the im- 
ports have been dominated primar- 
ily by the need of raw materials for 
manufacture (and also the need of 
food products to sustain the indus- 
trial population), which has been so 
great as to offset the depressive 
effect of depreciating exchange 
upon imports. German imports 
last year were undoubtedly in- 
creased also by the abolition of 
state regulation of food prices. The 
law of July 21, 1921, restored the 
free sale and free pricing of bread- 
stuffs, and at the same time abol- 
ished the system of centralizing in 
semi-official hands the import of 
foreign breadstuffs and fodder, 
which abolition has made it possi- 
ble for dealers to import at their 
own risk. 


Contrasts 


A computation by the Harvard 
Committee on Economic Research 
has recently thrown much light 
upon the expansion of our own ag- 
ricultural exports last year, in 
marked contrast with the general 
decline of other branches of our 
export trade. In food importing 
countries, food prices rose relatively 
to general prices in 1921, owing 
chiefly to the removal of govern- 
ment price control, and in food ex- 
porting countries food prices fell 
relatively to general prices in ac- 
cordance with the familiar fact that 


.in a period of depression the prices 


of food products and raw materials 
usually fall first and furthest. 

This contrast in the price move- 
ments for agricultural products in 
the two sets of countries undoubt- 
edly provides one element in the 
explanation of the comparatively 
heavy German imports last year. 
Taken together with the acute need 
for raw materials, it sufficiently ex- 
plains the expansion of the German 
import trade in the face of violent 
depreciation of the mark. United 
States exports to Germany last year 
amounted to $372,325,000, as 
against imports of $80,279,000. In 
1920 our exports to Germany were 
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$311,437,000, against imports of 
$88,836,000. For the two years 
combined our excess of exports to 
Germany over imports amounted to 
$424,647,000. Up to the present, 
therefore, we have had an effective 
answer to the fears of those who 
would protect us from cheap Ger- 
man goods by a policy of higher 
tariff duties. Our exports to Ger- 
many last year were indeed the 
largest in our history, exceeding 
those of 1913 by $20,395,000. The 
great bulk of these exports con- 
sisted of grains and other food 


‘ products; exports of raw cotton 


also more than doubled, Germany’s 
purchases increasing from 683,000 
bales in 1920, to 1,526,000 bales in 
1921. 


The Imperative Need 


The imperative need of Germany 
for food products and raw mate- 
rials, therefore, to offset the severe 
process of denudation during the 
war period sufficiently explains the 
growth of German imports last 
year in the face of exchange depre- 
ciation. The failure of the export 
trade to expand has been largely 
due to the same set of causes. The 
chief reason for the difference in 
the behavior of German export 
trade in the two periods of falling 
exchange which have been outlined 
has been the official trade policy 
pursued by the German Govern- 
ment during the last eighteen 
months. The chief function of the 
Federal Coal Council and of the 
thirty or more foreign trade boards 
(Aussenhandelsstellen), which con- 
trol every branch of export, has 
been to prevent the denudation of 
the German home market. Hence, 
whenever a scarcity at home has 
been threatened the Iron Industry 
Union has rationed the export of 
pig iron, steel, plates, wire, and the 
like. In a similar way the Foreign 
Trade Boards are expected to re- 
fuse or to ration export licenses if 
any other commodity should be 
short. In December textiles had 
fallen short; the public had bought 
up all of the available product, man- 
ufacturers were refusing to deliver 
in less than six months, and the raw 
material supply was doubtful, since 
American cotton had risen from 17 
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marks a kilo in April, to 145 marks 
in November. In consequence the 
wartime prohibition on the export 
of finished textiles, long abolished, 
was reimposed. 


Fear of Denudation 


Owing largely, therefore, to the 
scarcity of raw materials for manu- 
facture and to the entirely justifia- 
ble trade policy which Germany has 
pursued in consequence of the con- 
tinually threatening possibility of 
denudation of a home market 
stripped bare by a long and severe 
war, the export trade has not re- 
sponded to the powerful stimulus 
of the depreciating exchange. On 
the contrary there is ground for be- 
lieving that the German export 
trade would respond more sympa- 
thetically to a rise in the value of 
the mark, contradictory as that may 
sound. By reference to the accom- 
panying table once again, it will be 
seen that the only months since the 
armistice in which the German for- 
eign trade has shown an excess of 
exports have been April and May, 
1920, and November and December, 
1921. In both of these periods the 
mark exchange was rising after a 
prolonged period of violent descent., 
In May, 1920, the mark reached 
2.34 cents, compared with 1.08 
cents the preceding February. In 
December, 1921, the mark rose to 
61% cents from the low point of 
.37% cents in November. 


Unmixed Blessing 


In both periods, therefore, the ex- 
pansion in the export trade has 
come not during the sharp depre- 
ciation of the mark, but during the 
reaction from the extreme low 


point. This is probably an indica- 
tion that a very sharp depreciation 
in exchange, even in circumstances 
less unusual than those which have 
existed in Germany, is not regarded 
by exporters as an unmixed bless- 
ing. In fact, the extremely violent 
fall of the mark last October and 
November proved somewhat disas- 
trous to German exporters. With 
the mark falling so fast exporters 
were afraid to quote prices and 
trade was halted. At the same time 
German buying of raw materials 
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also slackened, and the effects of 
this were felt as far away as India. 
Additional proof of the German ex- 
porters’ dislike of very sharp ex- 
change depreciation is afforded by 
the advices from our own consuls in 
Italy. It has been reported that 
German exporters are refusing to 
sell to Italy except in lire, and that 
henceforth orders will be filled only 
in terms of Italian lire, a flat rate of 
40 lire to 100 marks being adopted 
for conversion of all price quota- 
tions. If these terms are not ac- 
cepted, all unfilled orders will be 
cancelled. Here is proof that the 
violent fluctuations of the mark 
within Germany have rendered it 
hazardous for German exporters to 
enter into time contracts for the re- 
ceipt of payment for exports priced 
in German marks. 


Complaints 


The principal explanation, how- 
ever, of the failure of German ex- 
ports to expand during the period 
of exchange depreciation last year, 
and of the subsequent expansion of 
exports during the period of rising 
exchange rates, both movements 
being contrary to the economic the- 
ory of the subject, has probably 
been the effect of mark inflation 
upon the German home market. As 
exchange depreciated exports di- 
minished because a heavy wave of 
home buying was _ stimulated 
through the fear that the rising 
prices would rise still higher, and 
subsequently when the exchange 
improved exports expanded by rea- 
son of the cessation of the heavy 
home buying movement. In Octo- 
ber and November last year Ger- 
mans were literally frightened into 
heavy domestic buying by the pros- 
pect of never ceasing price in- 
creases. Complaints against ex- 
porting were frequent. Upon the 
consumers’ attacking the Electrical 
Foreign Trade Board for allowing 
excessive export, the Board pub- 
lished figures to show that there 
was no excessive export. The home 
consumer had bought everything 
up. And the same was true in most 
other important branches. Early in 
December, when the foreign ex- 
change value of the mark began to 
show unmistakable signs of improv- 
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ing, the buying craze came to an 
end. Since that timé there has been 
extreme difficulty in selling at home 
in Germany, and congiderable stocks 
of German goods manufactured 
during the boom period have now 
no other market than the foreign 
one. The rise of the mark in re- 
cent months is thus having the para- 
doxical effect of increasing the Ger- 
man export trade. Oddly enough, 
too, the period of intense industrial 
activity in Germany occasioned by 
the violent inflation of domestic 
prices which attended the deprecia- 
tion of the mark in foreign ex- 
change, appears also to have been 
largely halted. There could be no 
more striking evidence of the ficti- 
tious character of the temporary 
prosperity produced in Germany by 
the depreciating value of its cur- 
rency. As the mark improves in 
value we shall continue to witness 
within Germany the same slowing 
down of industry, with its attendant 
unemployment, which has been ex- 
perienced by the United States, 
Great Britain, and the other high 
exchange countries. 


Cannot Pay 


Although the German export 
trade has shown signs of improve- 
ment in recent months, it is not 
likely that there will be an expan- 
sion sufficient to make possible sub- 
stantial reparation payments until 
Germany’s pre-war markets in East- 
ern Europe have again been opened 
up. Before the war Russia, Aus- 
tria, and the Balkans took about 
one-fourth of the total of Ger 
many’s exports; the European neu- 
trals, Holland, Switzerland, Spain, 
and Scandinavia took about one- 
fifth, and France, Italy, Great Brit- 
ain and Belgium about three-tenths. 
The United States and all other 
non-European countries received 
less than one-fourth of total Ger- 
man exports. 

The recovery of the German ex- 
port trade clearly depends, there- 
fore, primarily upon the opening up 
of her former markets in Europe. 
In most public discussion this fact 
is overlooked, attention being given 
principally to the possibility of Ger- 
many’s recovering her markets in 
the United States, South America, 
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and the Orient. In 1920 only 15 
per cent. of German exports went 
to England, France, Belgium and 
Italy (exclusive of reparation pay- 
ments in kind) ; Holland, Switzer- 
land, Spain, and Scandinavia took 
49 per cent. ; but Germany’s attempt 
to reopen trade with Russia, Austria 
and the Balkans was a distinct fail- 
ure, 


Russian Trade 


More recently, however, we have 
had encouraging reports concern- 
ing Russo-German trade possibili- 
ties. It was recently reported by 
our commercial attache that ar- 
rangements had been made by a 
group of German manufacturers 
and bankers to furnish to the Rus- 
sian Soviet Government a credit of 
100,000,000 marks to finance Ger- 
man exports to Russia. This figure, 
however, is merely nominal, since 


the German bankers state that the 
initial credit will not exceed 5,000,- 
000 marks. The granting of credit 
to Russia seems to represent the ex- 
pectation of a return to a more nor- 
mal condition in that country, and 
the recognition that the Russian 
market is vital to Germany’s eco- 
nomic future. Russia has raw ma- 
terials essential to German industry, 
and Germany has machinery and 
other products needed in Russia. 
The Pravda of Moscow recently an- 
nounced, concerning the proposed 
order for locomotives and machine 
tools, worth 4,000,000,000 paper 
marks, that Russia would pay the 
German shippers one-seventh in 
gold, would receive a credit for 
three-sevenths until July, 1924, and 
would pay the remainder in mining 
and forestry concessions in the prov- 
inces of Bietka and Vologda. As 
long ago as last November the Rus- 
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sian Commissary Zinovieff stated 
that certain German firms were 
ready to supply goods to Russia on 
payment of only one-tenth in cash, 
the reason assigned being that they 
were bound to regain the Russian 
markets at any cost. 


The Genoa Conference 


Reports of this character are ex- 
tremely promising and suggestive. 
If the economic conference at Genoa 
could accomplish nothing more than 
the reopening of Russia and East- 
ern Europe to trade with Germany 
and other countries, that actom- - 
plishment alone would easily justify 
the calling of the conference. In 
particular, it would offer a more 
promising solution of the reparation 
problem than we have yet had, 
through the opening up of a sub- 
stantial avenue for German foreign 
trade expansion. 


SOURCES OF CREDIT NOW AVAILABLE TO AGRICULTURE 


FARM LOAN 
BOARD 


NON-MEMBER 
STATE BANKS 
AND TRUST COM- 
PANIES, SAVINGS 


BANKS AND 
PRIVATE BANKS 
Offering usual credit 


FEDERAL 
RESERVE SYSTEM 


CATTLE FARM 
MORTGAGE 
COMPANIES 


LOAN 
ORGANIZA- 
TIONS 


Private co m- 
panies and as- 
sociations pro- 


Private com- 
panies loaning 
on farm mort- 
gage. 


SUPERVISING 


FEDERAL LAND 
BANKS 


Providing long term 
loans on farm first 
mortgages from their 
own capital and from 
sale of their own 
bonds secured by 
such mortgages. 


FARM LOAN 
ASSOCIATIONS 


Loaning on _ farm 
mortgage to their 
members funds de- 
rived from Federal 
land banks. 


JOINT STOCK 
LAND BANKS 


Voluntary associa- 
tions authorized un- 
der Farm Loan Act 
to loan on farm first 
mortgages their own 
capital and funds 
secured by sale of 
o obligations 
based on farm mort- 
gages. 


WAR FINANCE 
CORPORATION 


Short Term credits 
up to $1,000,000,000 
direct to producers 
of or dealers in ag- 
ricultural products 
or indirectly to them 
through financial 
and cooperative in- 
stitutions, 


FEDERAL 
RESERVE BANKS 
(with branches). 
Offering rediscount 
privileges to member 
banks on agricultural 
paper having a ma- 
turity of not more 
than six months, 


BANKS AND 
TRUST 
COMPANIES 
Member banks offer- 
ing usual credit ac- 
commoda- 
tions in their own 
communities an da 


through corr e- 
spondent banks, 


accommoda- 
tions in their own 
communities an d 
through correspond- 
ent banks. 


INSURANCE 
COMPANIES 


Mutual Stock 
and Fraternal 
organ- 
izations loan- 
ing on mort- 


mortgage 
loans for 
gage. private invest- 
ors and 
through bond 
offerings based 


viding _ credit 
on cattle, 


Investing di- 

aa rect in farm 

vanc- mortgage. 
ing funds and 
credit against 
growing crops 
and other 
farm products. 


on mortgages. 


NOTE :—This chart takes no account of 
the general credit facilities indirectly 
made available to agricultural interests, 
among others, by the open market op- 
erations of Federal reserve banks. 
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Plenty of Credit at Fair Rates 


By E. C. McDOUGAL 


President of the Marine Trust Company, Buffalo 


Speculation by Farmers Is Just as Bad as Speculation in 
Wall Street and Should Not Be Encouraged by Bankers 


ASSUME that the Federal Re- 
I serve Board would admit that 

the System is susceptible of im- 
provement, that some of its policies 
and practices might be fair subjects 
for discussion and honest difference 
of opinion, but when many country 
banks, that have been charging 
farmers high rates, are “passing the 
buck” to their city correspondents 
and to the Federal reserve banks, 
they are doing an unfair thing. 


Helping to Speculate 


The average reserve city bank did 
not charge exorbitant rates except 
where necessary to curb overtrad- 
ing. A banker in Kansas City told 
me that some of the country banks 
were helping farmers speculate in 
grain and produce, and to do so 
were overtrading to the extent that 
in some cases they were borrowing 
from their city correspondents 


practically to the entire amounts of . 


their deposits. That is dangerous, 
and wrong. Speculation by farmers 
is just as bad as speculation on 
Wall Street, and should not be en- 
couraged. Overtrading by banks is 
worse. No bank, except in the case 
of a run or some unusual emer- 
gency, should borrow up to an 
amount equal to even half of its de- 
posits. 


Same Rates for All 


Whatever rates the Federal re- 
serve banks may have established 
were alike to all in the same dis- 
trict. No one was favored. I chal- 
lenge anyone to cite one specific in- 
stance where a Federal reserve 
bank has charged rates not justified 
by the market and the risks. I go 
further and claim that the “money 
kings,” as glibly they are called, the 
large banks in the reserve centers, 
did not charge exorbitant rates. I 
do claim, and verification very easily 
can be had, that many country 
banks in the South, the Central 
west and the Northwest (I omit the 
far West because I have not had 
time to verify such reports concern- 


ing it), charged their borrowers 
considerably higher rates than they 
in turn paid to their city correspon- 
dents or to the Federal reserve 
banks; in other words that country 
bankers who continually are de- 
nouncing the East as a congrega- 
tion of bank pirates, were the chief 
offenders against the farmers whom 
they profess to love. I claim that at 
all times, at all the Federal reserve 
banks, there has been plenty of 
credit, at fair rates, at the service 
of country banks which were not 
dangerously overtrading, available 
either direct or indirectly through 
their reserve city correspondents, 
which in turn they should have fur- 
nished to farmers at fair rates, not 
for speculation in farm lands or in 
farm products, but to grow and har- 
vest their crops and to move them 
to market as soon as harvested, for 
sale at market prices. 


Always Complaints 


The speaker has been a banker 
for over forty years. During all 
that time there never has been a 
time when well conducted banks 
have not been complained of on the 
ground that they were unfair to 
borrowers. Any bank fit to be 
trusted with other people’s money, 
careful in its credits, that will not 
risk that money by lending it to 
weak borrowers, will constantly be 
complained of. The loudest com- 
plaints come from the worst credit 
risks. Our Federal reserve system 
must be kept liquid. It is the core of 
our national banking system. Un- 
less the core be sound the system 
cannot be sound. This does not 
mean only that the Federal reserve 
system must be fairly sound; it 
must not have the slightest taint. 
There can be not the slightest doubt 
that as compared with the other 
great reserve banks of the world, 
not even excepting the Bank of 
England, our Federal reserve 
banks are in the soundest and most 
liquid condition of any. 

One lamentable thing about this 
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entire situation is that misrepresen- 
tation and misapprehension do not 
abate although the actual facts, 
which show that agicultural inter- 
ests have no ground for complaint, 
have been laid before Congress, 
and can be found in the printed rec- 
ords of the Agricultural Inquiry, of 
the Sixty-seventh Congress, 


Bonus for All Sufferers 


If all those who have suffered 
loss of position, or money loss, are 
to be included in the bonus, why 
not include clerks, mechanics and 
laborers, who have lost their posi- 
tions, and merchants and manufac- 
turers who practically gave up their 
own business to take up govern- 
ment work, some of whom, nay 
many of whom, were actually ruined 
by their sacrifices, and many others 
of whom were ruined by their sacri- 
fices plus government unfairness 
and ill treatment regarding its ad- 
justments with them of their just 
and business-like claims. I do not 
allude to those concerns which 
served the government only to make 
money, and which thought they had 
a chance to get rich suddenly. I 
allude to those examples of which 
have come under my personal atten- 
tion who did not wish to turn over 
their plants to government work but 
which did so from patriotic motives, 
at the request of the government. 


Incomes of Old Impaired 


There are others who have not 
only suffered, but who are helpless. 
To see old men and women, who 
had their all apparently safely in- 
vested for life, whose incomes even 
before the war were barely suffi- 
cient to live on, found that during 
the war almost everything neces- 
sary for their existence had doubled 
or tripled in price, so that even their 
full incomes were inadequate, and 
who now in this depression are 
having their interest and dividends 
reduced or absolutely cut off, and in 
many cases are losing part of their 
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principal, is heartbreaking. When 
they have to suffer should able- 
bodied men ask for financial assis- 
tance, to provide which these help- 
less people must suffer still further 
loss? Every dollar that the govern- 
ment takes in taxes to pay a bonus 
will put additional burdens upon 
business, throw men out of work, 
and still further postpone the busi- 
ness revival for which we look, will 
add to the losses and privations of 
men and women too old to work, 
and will take from them to give to 
able-bodied men. 


Unwise Taxation 

Our taxation is most unscientific. 
Take only one phase. Suppose a 
careful manufacturer year by year 
gradually should 
lay aside part of 
the profits of his 
business, invest- 
ing it in securi- 
ties. Suppose that 
in time one-half 
of what he is 
worth should be- 
come invested in 
active business 
and one-half in 
securities. There 
should be a lower 
rate of taxation 
on his accumu- 
lated wealth ac- 
tively employed in 
business than on 
his accumulated 
wealth not so em- 
ployed. A heavy 
tax on business 
discourages enter- 
prise, drives capi- 
tal out of business, and throws men 
out of work. An intelligently cal- 
culated higher tax upon wealth not 
invested in actual business would 
not have the same effect. He still 
would have the incentive to accumu- 
late capital, even though, for the 
time being, the return on it might 
only be moderate ; but it will not do 
to carry this theory too far. Too 
large an excess imposed upon ac- 
cumulated wealth invested in bonds 
would be apt to destroy the market 
for corporation bonds not tax free, 
unless the interest on the bonds 
should be made quite high. That 
would make the cost of capital to 
corporations engaged in active busi- 
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ness too expensive, and, in turn, 
would contract business, and throw 
men out of work. If corporations 
cannot afford to expand their facili- 
ties to keep pace with the growth of 
this country, if they cannot afford 
to issue bonds to finance themselves, 
then the investor must turn to tax 
free bonds; with the result that the 
government gets less revenue. Too 
heavy taxation on production kills 
business and dries up the sources of 
revenue. This principle is as old as 
the hills. Our government is going 
even further than that, it is getting 
to a point where not only is it driv- 
ing capital out of business, it is just 
on the verge of actually confiscating 


OF THE BANKS ARE NOT MEMBERS 
of the FEDERAL RESERVE SYSTEM. 


STATES IN WHICH BETWEEN SO87S% 
OF THE BANKS ARE NOT MEMBE! 
ZA of the FEDERAL RESERVE SYSTEM. 


STATES IN WHICH LESS THAN 
OF THE BANKS ARE NOT MEMBE 
of te FEDERAL RESERVE SYSTEM. 


FIGURES ARE PERCENTAGES OF NOM-MEMBERS TO TOTAL BANKS, 


50% 
EMBERS 


Map Showing the Percentage of Banks Not Members of the Federal Reserve 
System to the Total Number of State and National Banks 


capital, which is the last step toward 
financial destruction. 


Situation is Critical 


The situation is most critical. Be- 
cause they did not get relief from 
taxation at the time they were least 
able to bear it, and because taxation 
is not only excessive but unscien- 
tific, many business men are discour- 
aged. Few men will risk fresh capi- 
tal in business enterprises. Bankers 
cannot be liberal. They are trustees 
of other peoples’ money. They have 
no right to risk the money of their 
depositors by lending it to business 
men so heavily taxed that they have 
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become poor banking risks. The 
best a bank can do today is to lend 
fresh funds only to strong concerns, 
and to refrain from calling the loans 
to weak concerns, and endeavor to 
help the latter through until better 
times. January, 1922, was a record 
month for the number of commer- 
cial failures. But for unusual bank- 
ing assistance those failures might 
have been more numerous. Never 
in over forty years of the speaker’s 
banking experience have banks been 
so patient with debtors, so willing 
to help, but even with that help 
many businesses will be unable to . 
pull through should the present high 
rate of taxation continue. Do the 
best we can there 
still will be many 
failures. But still 
we are hoping 
for the future. 
Still further to 
increase taxes 
now would kill 
that hope, would 
take out of busi- 
ness enterprises 
what little heart 
is left, would 
cause many to 
give up the strug- 
gle. We probably 
should have a 
further increase 
of failures, and 
as always, the 
farmer and labor 
would be the 
chief sufferers. 
While the full 
tide of prosperity 
cannot be felt until Europe recovers 
financially and industrially, we, 
more fortunate than others, possess 
today, potential prosperity sufficient 
to give us what in any other nation 
would be the full tide. Congress 
has only to abolish the United States 
War Labor Board, and the Shipping 
Board, sell the government mer- 
chant ships for anything they will 
bring, repeal our union-dictated 
shipping laws that fetter our com- 
merce, tax expenditures instead of 
production, and help instead of 
hinder the President in his sincere 
efforts to keep faith with the nation 
and bring about real economy and 
relief from burdensome taxation. 


| 
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Responsibility for Withholding: Credit 


OME months ago a _ well-known 

American financier, in an address, 

expressed the view that, due to the 

establishment of the Federal re- 
serve banks, the country would never ex- 
perience another financial panic. Similar 
opinions have been expressed by others, 
and they appear to reflect the general 
view of the banking community that the 
possibility of a currency panic, with its 
suspension of specie payments, resort to 
clearing house certificates, and fatalities 
among banks whose assets, though en- 
tirely sound, were insufficient to meet in- 
stantly demands by large numbers of 
depositors for payment, has been made 
at least very remote. In the trying times 
of the past few years that kind of finan- 
cial disturbance has been averted, largely 
because of the operations of the Federal 
reserve banks and because of the con- 
fidence which their mere existence en- 
gendered. Through their agency credit 
has been available steadily for such uses 
as properly come within the province of 
banking, and insolvencies of banks and 
business concerns have been limited 
largely to those which have transgressed 
the rules of sound business. Even among 
these, creditors’ committees, quietly 
working for the rehabilitation of unfor- 
tunate concerns, have to an important ex- 
tent warded off bankruptcy. 


No Arbitrary Power 


Because of the part played by the Fed- 
eral reserve banks during the years of 
the war and the following years of eco- 
nomic disturbance there has grown up a 
widespread misunderstanding in many 
parts of the country as to the relation of 
reserve banks to the volume of credit, 
many people believing that the Federal 
reserve banks, and even the Federal Re- 
serve Board, possess an arbitrary power 
to grant or to withhold credit. 

It is of importance to every banker that 
these misunderstandings and misbeliefs 
should be corrected. In the first place, 
the Federal Reserve Board is a super- 
visory body, not an operating body. It 
has no funds to lend, and therefore can 
make no loans. The character of its su- 
pervision over Federal reserve banks is 
general, not specific. It does not say to a 
Federal reserve bank when, or how 
much, or how little the reserve bank shall 
lend to a member bank. It does not pre- 
scribe what paper the reserve bank must 
take in making any particular loan; it 
merely prescribes general rules and regu- 
lations defining eligible classes of paper. 
Furthermore, it has no direct relation 
whatever with any member bank or with 
its customers. 

The reserve banks, on the other hand, 
are the lending organizations and all ex- 
tensions of Federal reserve credit are 
carried out exclusively through them. 
Each reserve bank may lend to its own 
members, but only if and when a loan is 
requested by a member. While it may 
determine whether or not the paper of- 


By JAMES E. CLARK 


fered by the member bank is acceptable, 
it has no power to say to a member bank 
what loans it, the member bank, shall or 
shall not make to its own customers. 


At Published Rates 


Whatever loans the Federal reserve 
bank makes to its member banks are made 
at its published rates, which are the same 
for every member bank. These rates may 
be higher or lower than the rates which 
the member bank charges its customers, 
but the reserve bank has no power to dic- 
tate or control the rates the member bank 
charges its customers. These rates are 
determined solely by the member bank. 

A reserve bank grants credit to a mem- 
ber bank by discounting for it the paper 
of its customers or by making it an ad- 
vance secured by such paper as collateral. 
In making rediscounts or advances the 
reserve banks are more circumscribed 
than are the member banks in making the 
original loans. Bills and notes offered 
for discount must be indorsed by a mem- 
ber bank; they must be limited as to ma- 
turity to three months, or six months in 
case of agricultural paper; and they must 
have been issued or drawn for agricul- 
tural, industrial or commercial purposes, 
or it must be shown that the proceeds 
have been used or are to be used for such 
purposes. In addition the Federal reserve 
banks must see to it that paper presented 


’ is satisfactory from a credit standpoint. 


Thus the credit facilities of the Fed- 
eral reserve system, outside of open 
market purchases of acceptances, U. S. 
obligations and certain municipal issues, 
are available only through the member 
banks. As stated above, the Federal re- 
serve banks do not themselves come into 
direct contact with business and indus- 
try; they do not make the original loans ; 
and they do not become a factor in the 
credit situation until the member banks 
bring loans to them for rediscount. Now, 
as before the system was established, it is 
the individual member bank which decides 
from its intimate knowledge of the con- 
ditions of his locality and his customers, 
what loans and what credits are sound. 
This determination of what credit shall 
be extended is made by the local banker, 
not by a body in Washington or some 
distant city. The reserve banks cannot 
initiate assistance to industry and agri- 
culture and they have no voice in the 
apportionment of credit between different 
types of businesses. Their rediscount 
facilities are available to all classes of 
paper which conform to the eligibility re- 
quirements of the act as to maturity and 
liquidity. The reflection of existing 
credit conditions in their rates encourages 
a better adjustment between the credit 
demand and supply, and protects the 
country’s reserve, but the apportionment 
of that supply in a wise and discrimina- 
ting manner continues to be the responsi- 
bility of the member banker. 

This widespread delegation of responsi- 
bility for our financial welfare is in 
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accordance with American banking poli- 
cies. There are over 30,000 banking insti- 
tutions in this country; in other countries 
banking is usually centered in a few in- 
stitutions with a large number of 
branches. In the United Kingdom, for 
instance, 75 per cent. of the entire bank- 
ing is carried on by five large banks, and 
with our Canadian neighbors about a sim- 
ilar percentage is confined to seven insti- 
tutions. In France we find conditions 
still stranger to us: the bank of France 
maintains a large number of branches 
throughout the country and does busi- 
ness in competition with the branches of 
the big Paris banks. 


No Departure from Principle 


But the United States has grown up 
under the independent banking system, 
and the establishment of the Federal re- 
serve bank marks no departure from this 
principle. To an important extent the 
independent bank principle is reflected in 
the Federal reserve system itself. The 
twelve separate reserve banks, located in 
different sections of the country, the offi- 
cers and directors of which are chosen 
almost altogether from among the bank- 
ers and business men of the community, 
are in a large measure independent insti- 
tutions. Each determines its own credit 
policies subject only to the review of the 
Federal Reserve Board, the coordinating 
body. This makes a system closely re- 
sponsive to local needs, but linked up 
with the banking resources of the entire 
nation. The member banks remain inde- 
pendent and free to serve their communi- 
ties in the best way they see fit, but they 
have been provided with assurance of 
support and security against the sudden 
demands that threaten in times of com- 
mercial unsettlement. 

The essential independence of the mem- 
ber bank from the Federal reserve bank 
in the granting of loans carries with it 
continued responsibility which cannot be 
shifted to other shoulders. “The freedom 
of member banks from central control 
has been illustrated by the errors as well 
as by the successes of the last three years. 

In the period of industrial and com- 
mercial activity during and following the 
war extravagance crept into the conduct 
of business, as well as into the lives of 
individuals. Instead of building up sur- 
pluses from the good profits that were 
enjoyed, too many concerns disbursed 
their earnings in large dividends or in 
programs of expansion, and ran heavily 
into debt besides. Agriculture as well as 
industry was involved in this kind of ex- 
travagance. Although in general the 
banks were opposed to the policy of ex- 
cessive expansion there were many cases 
in which individual bankers yielded to the 
appearance of business prosperity which 
accompanied rising prices and large 
profits, and encouraged rather than 
checked unwise extension of credit. Cir- 
cumstances such as these have been the 

(Concluded on page 646) 


Washington View of Big Events 


By EARL HAMILTON SMITH 


fulness. It has been almost 

sterile of real achievement. 
Most of the time has been taken up 
by both branches of the government 
in jockeying appropriation measures 
back and forth, and in wary tinker- 
ing over the soldier bonus, the tariff, 
ship subsidies and farm bloc legis- 
lation. Some progress was made 
in getting machinery ready for the 
negotiations on foreign debt refund- 
ing, authorized by Congress late in 
January. There was also a lot of 
talk about Muscle Shoals and Henry 
Ford. Attempts to cut the army 
and the navy to the point of impo- 
tence were made with some degree 
of success, based partly on the vir- 
tual withdrawal of the United 
States from a place of power in 
Asia as a result of the Armament 
Conference, and partly on the need 
for economy. 

How to have a great government 
without paying much for it seems 
to be the idea of Congress at the 
present time. How to have a place 
in the vanguard of the world with- 
out bearing the consequences of 
leadership is something else they 
would like to know. Politicians 
generally have their ear to the 
ground, and doubtless those of to- 
day in this country properly express 
the will of the people in what they 
do and refrain from doing in Wash- 
ington. Carefully edging along, 
with eyes turned backward on the 
folks at home, our political leaders 
of the moment approach every 
problem from the viewpoint of ex- 
pediency. To work out a plan 
would require the brains and pa- 
tience of statecraft; to apply that 
plan would require courage. So 
we have politics and not policies. 
There must be politics to bring pol- 
icies to fruition, but when it is all 
politics, as at present, it gets too 
thick. 

Even so, Congress is a representa- 
tive cross sectioneof the nation, and 
its leaders measure up creditably 
with the spokesmen of practical 
business interests and all the im- 
practical “isms” groups who swarm 
to Washington. They all have their 
own little axe to grind, without re- 
gard to the good of the country as 


FF passed in unevent- 


a whole, and without even attempt- 
ing to build well for the future. 
Each claims to bring the last word 
on the subject to Washington. 
Each stands on his own little emi- 
nence and shouts: 

“Let’s all get together ; everybody 
do as I say or I won’t play.” 

The cheap party twaddle one 
hears continuously in both Houses 
of Congress is fully matched by the 
low scheming for group advantage 
that goes on in the lobbies. 

The record of February, of 
course, differs little from that of all 
other months the year round—and 
in most years. It is merely that 
its small performance typifies the 
spirit of our times more faithfully 
than some other months have done. 


Allied Debt Problem 


Secretaries Mellon, Hughes and 
Hoover, Senator Reed Smoot, of 
Utah, and Representative Theodore 
E. Burton, of Ohio, constitute the 
allied debt commission. A more 
conservative and tolerant personnel 
could not have been found. The 
three cabinet officers have been in 
direct touch with the tangle from 
the beginning, and Messrs. Burton 
and Smoot have been practical stu- 
dents of high finance for more than 
a generation. Senator Smoot is 
ranking majority member on the 
finance committee, and also on the 
appropriations committee. He is 
the leading advocate of the sales 
tax in Congress, which has been a 
success in the Philippine Islands for 
over a decade. The idea is making 
slow progress among his colleagues. 
Mr. Burton might be called a master 
mind of finance. His career as a 
member of the Senate was dis- 
tinguished by a comprehensive 
knowledge of this intricate subject, 
and he voluntarily retired from that 
body to accept the presidency of the 
Merchants National Bank (1917) in 
New York City. After two years 
there he gave up active work to take 
a trip to the Far East, only to be 
sent to the House in 1920 from a 
Cleveland district. Although a Re- 
publican, he was nominated by 
President Wilson to a place on the 
Federal tariff commission, which he 
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declined. He has written several 
books on finance and government. 

Secretary Hughes will open nego- 
tiations with the Allies as soon as 
he gets back from Bermuda. When 
the way has been smoothed by 
diplomacy, the outlines will be sup- 
plied by the commission through 
Secretary Mellon. It is believed 
that all necessary arrangements will 
have been completed by October 
next, when the first interest payment 
is expected. 

Great Britain will be the first 
debtor nation approached. She 
owes us more than any other, and 
is better prepared to begin making 
small payments. Furthermore, the 
astute Britons would go to any 
length to be the first people con- 
sulted in such a situation. Great 
Britain has the faults of successful 
empire, but in developing those 
faults she has learned to pay the 
price of success, and she always 
takes her medicine cheerfully when 
there is nothing else to be done. 

France will show reluctance. Be- 
ing required to pay up by a former 
ally, when that same whilom friend 
has done practically nothing to help 
her collect from Germany, until re- 
cently the common enemy of us all, 
does not look like a very nice act to 
France. The French view is that 
if we expect her to begin paying up 
while she is still broke, we ought to 
help her make the Germans live up 
to their obligations. They point out 
that we induced France to forego 
the extension of her boundaries to 
the Rhine by promising to enter 
into a defensive treaty with her. 
Great Britain made the same prom- 
ise. France saw her security vanish 
forever in the Treaty of Versailles, 
and then both the United States and 
Great Britain went back on their 
promise. 

Italy and the other Allies will find 
it difficult to do more than dig up 
a little interest, which is also true of 
France. 

However, something had to be 
done to knit a loose and potentially 
dangerous tangle into an orderly 
skein. It shut off a lot of boorish 
talk in Congress and the press, and 
it stopped the cancellation propa- 
ganda. 
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THE FOREIGN DEBT FUNDING COMMISSION 


The Appointment of Secretary of the Treasury Mellon Was Stipulated in the Funding Bill. 
President Harding to the Senate on February 21. 
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The Nominations for the Commission Were Sent by 
The Members of the Commission (from Left to Right) Are: Charles E. Hughes, Secretary of 


State; A. W. Mellon, Secretary of the Treasury; Herbert C. Hoover, Secretary of Commerce; Reed Smoot, Senator from Utah; Theodore Burton, 


Some may continue to worry 
about upsets in the exchange and 
an alarming influx of foreign goods, 
should heavy payments, somehow, 
begin to flow this way. They need 
not worry. It is doubtful if any 
country does more than put up a 
little overdue interest. Britain 
might shave off a tiny bit of the 
principal. The first allied payments 


toward the last of this year will be 
merely a trickle, not a flood, 


Soldier Bonus a Problem 


How to get out of paying the 
soldier bonus at the present time 
puzzled the government throughout 
the month. The President and the 
House leaders passed the buck to 
each other’ several times. Each 
tried to wish it onto the other. The 
President informed the sub-com- 
mittee of Ways and Means that the 
bill should provide revenue features, 
but not calling for a bond issue, 
When an assortment of extra tax 
proposals was suggested he decided 
against that—after having heard 
from about everybody who saw the 
new taxes headed their way. Vocif- 
erous among the clamoring dis- 
senters were automobile owners, 
through their associations, the pro- 
posed levy per horse-power being 
calculated to average about $5 a 
year per motor-car owner. The 
President then suggested the sales 
tax, though it could not pass 
Congress in that form. It was 
voted down Gn the 24th by the sub- 
committee. Some kind of a no- 
revenue measure will be reported 
out, making it practically negative, 
and the beneficial features are being 
lopped off one by one. Financial 


Member of Congress from Ohio. 


and big business interests continue 
to oppose the bonus and the veteran 
organizations stand firm in asking 
for it. 

The real unhappy element in the 
bonus fight is Congress. Most of 
the members have no convictions on 
the subject. Knowing little about 
economics or the science of govern- 
ment, caring less about arriving at 
any conclusion through fundamental 
principles, and with the elections 
coming in November, our solons are 
“between a chill and a sweat,” with 


‘both the bonus and the anti-bonus 


stalwarts, speaking their minds 
freely, thoroughly enjoying the Con- 
gressional anxiety. 


More Tariff Delay 


The Senate and the House are as 
far apart as ever on the permanent 
tariff question. After several hours 
of heated discussion behind closed 
doors on the 20th, members of the 
Senate finance committee and the 
House ways and means committee 
parted good friends, but without 
having budged each other. The 
House leaders continue to insist on 
the so-called “American valuation 
plan,” but the Senate chiefs rejected 
it many months ago. 

Senator Smoot has an idea that a 
compromise will be reached, effect- 
ing a modification of the time-hon- 
ored method of basing customs 
duties on the foreign valuation of 
imports, but without going over 
altogether to the new plan. 

In reference to specific duties 
now pending as they were passed 
by the House last fall, many people 
believe the schedules are entirely 
too high, considering the shift in 


our status from a debtor to a cred- 
itor nation. What some cannot un- 
derstand, including the Fair Tariff 
League, is why duty rates higher 
than the interests themselves asked 
for, in some classes such as silks, 
paints and automobiles, were as- 
sessed by the House. Such is the 
claim, at any rate, of the opponents 
of the American valuation plan. 

A permanent bill is not possible 
before June or July, and it may just 
get under the wire as the boys in 
the vocal trenches rush out to 
do battle in the primaries and the 
stibsequent elections. 


Transportation Worries 


Some improvement was recorded 
in the railroad situation, but none 
as to shipping. 

It is now believed that the rail- 
road administration will be able to 
liquidate its affairs without asking 
Congress for any more money. 
That in itself is worth mentioning, 
but the easier position of the car- 
riers is of real importance. 

At the beginning of the present 
fiscal year, July 1, 1921, many linés 
claimed to be on the verge of bank- 
ruptcy. They wanted cash from 
the government and all sorts of 
privileges. Sums as high as $500,- 
000,000 were mentioned hopefully. 

Economies by the roads, gradual 
payments by the, government of 
their claims, and excellent financing 
in their behalf are the causes of the 
improved rail situation. The equip- 
ment trust certificates went on the 
market at a shade under 6 per cent. 
last September and nearly $250,- 
000,000 have been disposed of to 
brokers, with distribution to the 
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public going on rather well. It is 
estimated that the difference in 
favor of the lines, in the con- 
flict of claims by the government 
and the carriers against each other, 
is now $240,000,000. This is being 
adjusted and written off gradually. 

The roads continue to ask for 
lower wages and the shippers for 
lower rates. The roads are running 
at only two-thirds capacity, accord- 
ing to James C. Davis, director- 
general of railroads, which is due 
perhaps more to the general busi- 
ness situation than to wages or rates 
per se. 


On February 24 the National 
Railway Service Corporation asked 
the Interstate Commerce Commis- 
sion for a loan of $100,000,000. It 
wants the money to repair the 300,- 
000 freight cars said to be in bad 
condition on all roads. 


This idea, fathered by the Na- 
tional Association of Owners of 
Railway Securities, is advocated as 
feasible under the transportation 
act. If the money is advanced the 
aforementioned corporation will buy 
the cars, repair them, and then lease 
them back to the roads under an in- 
spection and rental system. 


The railroad refunding scheme of 
last fall has been definitely aban- 
doned, as Congress refuses to make 
the money available through the 
War Finance Corporation, and now 
that the financial outlook is better it 
is not needed. 

Whatever hope certain interested 
parties may have had that the Fed- 
eral government would guarantee 
future issues of railroad equipment 
certificates was dispelled on the 
17th, when Secretary Mellon an- 
nounced his opposition. He said he 
would not approve such a proposal. 


Ship Subsidy 


On the 28th President Harding 
addressed Congress in behalf of a 
subsidy of $32,000,000 per annum, 
most of which would come from a 
diversion of 10 per cent. of the cus- 
toms revenues. He also recom- 
mended the sale of the present gov- 
ernment owned tonnage, the pro- 
ceeds to be used as a construction 
loan fund for the encouragement of 
private ship building. Another very 
important step advocated was the 
amendment of the interstate com- 


merce act so that railroads here- 
after would be permitted to own 
and operate shipping’ anywhere on 
the high seas. Insurance rates as 
low as those offered by other na- 
tions were included in the message. 


The government’s venture into 
the intricacies of marine ownership 
“failed at an enormous cost,” said 
Mr. Harding. 


Interest in the message was luke- 
warm, the subject being a serious 
one. The galleries were half filled, 
but the attendance of both Houses 
was good, although their applause 
was nothing unusual, except when 
the President said, “without a na- 
tional merchant marine no nation 
may hope to hold a high place in the 
world of commerce or be assured 
of adequate defense.” 

Objection was made at once in 
Washington that the subsidy would 
not be limited to the percentage of 
bona fide American ownership in 
lines which are known to have a 
dual control. 


Tell the Farmer 


“Why not tell the farmer the 
truth and advise him, if he would 
escape the consequences of an- 
other such disaster, he should or- 
ganize; organize not to be the 
plaything or the instrument of 
designing politicians, but organize 
for an intelligent investigation 
and pursuit of economics; organ- 
ize for a cooperative marketing of 
his product; organize, if it may 
seem desirable, for the coopera- 
tive purchase of his requirements; 
organize for an intelligent under- 
standing of the source and volume 
of demand for farm products. I 
commend to the consideration of 
every intelligent American farmer 
the report of the Joint Commis- 
sion of Inquiry upon the Agricul- 
tural Crisis and Its Causes; and I 
will quote a paragraph on the 
break in prices: 

“ ‘The crisis was not confined to 
this country. The avalanche of 
-declining prices and its attending 
hardships, sacrifices and losses in- 
volved the whole world. It began 
in distant Japan with the break in 
the silk market and the Chinese 
boycott of Japanese goods. It 
traveled the circle of the Far 
East, Australia, India, Java, Eng- 
land, France, Italy, the whole of 
Europe, South America, Canada 
and the United States. It em- 
braced all countries and all in- 
dustries, though not to the same 
extent or in the same way.” 


—Carter Glass 
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Urges Ratification 


Fred I. Kent, chairman of the 
Commerce and Marine Commission 
has sent the following memorial to 
the United States Senate: 

“Firmly believing that the results 
of the Washington Conference on 
the Limitation of Armament as em- 
bodied in the treaties now before 
the United States Senate represent 
the universal desire of intelligent 
public opinion definitely to lessen 
the probability of war and reduce 
the heavy burdens of taxation 
which constant preparations for 
war involve ; to minimize war’s hor- 
rors, should armed conflict between 
nations ensue, and, in general, to 
turn energies into productive chan- 
nels and effectively promote that 
amicable understanding among na- 
tions absolutely essential to the 
world’s economic recovery, the 
Commerce and Marine Commission 
of the American Bankers Associa- 
tion respectfully urges, in the most 
emphatic manner, each member of 
the Senate by his vote for ratifica- 
tion of the treaties and without in- 
consequential and discrediting re- 
servations to uphold the President 
of the United States and the Secre- 
tary of State at this time in pledg- 
ing America’s full part toward the 
attainment of greater good for hu- 
manity through well-based assur- 
ance of honorable and continuing 
peace.” 


Louisiana Bankers 
The annual meeting of Group A, 
Louisiana Bankers Association, was 
held in Shreveport on Washington’s 


birthday. The principal address 
was by H. F. Kapp, of Little Rock, 
Ark., on the American Farm Bu- 
real organization, which he said 
stood for the highest type of effi- 
ciency on the farms and for justice 
to all agriculturists; the farm bloc, 
he said, was created through the 
efforts of the organization. Officers 
of Group A were elected as follows: 

Charles B. Foster, vice-president 
Continental Bank and Trust Com- 
pany, chairman; R. T. Moore, vice- 
president Commercial National 
Bank, vice-chairman; E. A. Con- 
way, cashier Commercial National 
Bank, _secretary-treasurer (re- 
elected) ; Y. S. Fuller, Bernice, La., 
and J. Milton Oakes, Homer, La., 
members of group council. The 
business session was followed by a 
banquet in the evening. 
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President McAdams’ Message on the Bonus 


HE opposition of the Ameri- 
can Bankers Association to 
the soldiers bonus is ex- 

pressed in a message issued on Feb- 
ruary 25 by President Thomas B. 
McAdams to the bankers of the 
United States. He refers to the 
position taken by the Association at 
the Los Angeles convention and to 
the resolutions of the Economic 
Policy Commission reiterating that 
position. The resolutions are 
printed elsewhere in this JoURNAL. 
After declaring that the Association 
is on record in favor of the fullest 
compensation and care on the part 
of the government for soldiers dis- 
abled as the result of the war, the 
message continues : 

We face many serious problems 
of readjustment ; business generally 
is going through a period of reor- 
ganization; agriculture is just be- 
ginning to recover from the 
demoralized condition of the past 


eighteen months. In whatever form — 
it may be raised, the payment of a 
large sum of money would add 
materially to the burdens of the 


American people, already over- 
taxed to pay for the war and carry 
on the necessary operations of gov- 
ernment. 

The proposed distribution of 
$62.50 each quarter for two years 
to men in every walk of life would 
encourage idleness among a large 
number and give little real relief 
to those whom it is designed to 
help. Idleness means commercial 
and agricultural disorganization and 
further loss of both energy and 
money at a time when hard work is 
badly needed in order to put the 
nation upon a sound economic 
basis. Idleness destroys moral fiber 
and in solving this problem we must 
give consideration to the possible 
effect upon the men themselves — 
many of whom will not be strong 
enough to withstand the temptation 
to decrease efficiency or stop work 
altogether. 

Congress is apparently impressed 
with the necessity of passing this 
legislation upon the theory that the 
great body of the American people 


are ardent advocates of the cash 
bonus. There are some outside of 
the Legion who advocate the mea- 
sure, but it és difficult to find advo- 
cates who express a willingness to 
pay personally their full part of the 
amount needed. 

A very large number of the sol- 
diers themselves are earnestly op- 
posed to this legislation, feeling 
that they do not wish to mar their 
record by receiving payment for a 
real service to country which they 
now look back upon with just pride. 

The question is one for each in- 
dividual to decide for himself. In 
answering it, we must assume 
neither that the debt can be paid by 
placing the burden on some other 
citizen or group of citizens nor by 
borrowing the money on Treasury 
certificates or a new issue of bonds. 
The loan method cannot be adopted 
without materially affecting the en- 
tire fiscal policy of the government 
and the general financial situation. 
Furthermore, such action would 
simply postpone the day of pay- 


_ment, without providing any real 


means of solving the problem. If 
we are to deal with this question 
frankly it would seem therefore 
that we must each of us decide if 
he is willing to pay a direct tax as a 
contribution to all men who served 
in the war. If unwilling as individ- 
uals to pay such a tax, then it is our 
duty so to inform our representa- 
tives in Washington and not to per- 
mit them to act on the assumption 
that we favor such a tax. 

The burden of providing war risk 
insurance was willingly assumed by 
the American people under the be- 
lief it would take the place of pen- 
sion demands and other forms of 
compensation for able-bodied vet- 
erans. How far the proposed legis- 
lation violates the spirit of this 
understanding is for the American 
people to determine. 

All business will be vitally 
affected by the way in which this 
problem is solved, and I am, there- 
fore, enclosing a copy of the ad- 
dress President Harding made to 
Congress on this subject February 
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16, and also copy of. the resolu- 
tions of your Economic Policy Com- 
mission above referred to. 

I trust the question will receive 
your careful consideration, and you 
will as American citizens advise 
your Senators and Congressmen of 
your wishes in order that such 
action as is taken by Congress may, 
so far as possible, fairly represent 
the matured judgment of the Amer- 
ican people. For this really to be 
effective, it is suggested that you 
discuss the subject with your board 
of directors and others with whom 
you come in contact, in order that 
their individual opinions may be 
promptly registered in Washington. 

Far beyond the mere dollars and 
cents involved is the question 
whether patriotism and love of 
country shall always be the basis 
for national service and sacrifice. 


One Ingredient Only 


“Contrary to the general impres- 
sion the Muscle Shoals plant would 
not make commercial fertilizers,” 
says Chas. H. MacDowell, Presi- 
dent of the Western Society of 
Engineers, “but only one ingre- 
dient used in their manufacture, 
and the product would not compete 
to any extent with the commercial 
fertilizer industry. It would, how- 
ever, compete with the ammonia 
recovered in by-product coke and 
city gas manufacture, and with for- 
eign-made goods. Commercial fer- 
tilizer manufacturers buy this 
material and incorporate it with 
other forms of nitrogen in making 
their goods. If Mr. Ford was to 
supply former fertilizer needs he 
would have to go much further than 
the operation of the Muscle Shoals 
plant.” 


In Sintulata 


In Sintulata, on the Transcontinental 
Line of the Canadian Pacific Railway, 
a resident asked a traveler: 

“How are things back East?” 

“Well,” replied the traveler, “there has 
been a considerable slump in the market 
for silk shirts.” 

“That’s just what I thought,” declared 
the Sintulata man. “It isn’t the hard 
times coming; it’s the soft times going.” 
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The General Business Situation 


ARAMOUNT among the fa- 
P vorable changes which have 

occurred during the last few 
weeks has been the improvement in 
agricultural conditions. There has 
been a rise in farm products which 
has given more encouragement than 
any other development since the 
break in the fall of 1920. Quite as 
significant as the betterment in 
prices is the announcement made by 
the Department of Agriculture that 
farm wages for 1921 were 37 per 
cent. below those for 1920. A third 
factor in this connection which jus- 
tifies optimism regarding the future 
of the farm is an advance in foreign 
exchanges, which has added consid- 
erably to the purchasing power of 
Europe. 

Commenting on the situation, the 
review of the National City Bank of 
New York notes that, “the rise 
which has now occurred has given 
prompt vindication to the report re- 
cently made by Prof. George F. 
Warren, of the Department of 
Agriculture, that Europe would 
have to buy heavily of food stuff 
before the crop of 1922.” 


Farmer Realization 


“The recent agricultural confer- 


ence in Washington,” says the 
Guaranty Review, “has served to 
bring home to the farmer the fact 
that the depression in his industry is 
inseparably linked with the world 
situation. At this conference con- 
servatism dominated the proceed- 
ings, there being a marked absence 
of radical recommendations, partic- 
ularly of those which involve special 
governmental assistance. The Co- 
operative Marketing Bill advocated 
in principle by the conference has 
since been passed by the Senate 
with only one dissenting vote. 
“The conference emphasized, al- 
though it did not need to demon- 
strate, the serious plight of farmers 
as a group in consequence of the 
maladjustment of the prices of farm 
products to other prices affecting 
the farmer’s costs of operation. 
Moreover, it recorded the judgment 
that the farmer must reduce his 
costs of production and distribu- 
tion through increased efficiency, 
lower wages and lower freight rates. 
The implication that the farmer 


must look to improvement in Euro- 
pean conditions as a basis of sound 
improvement in the industrial situ- 
ation here had hardly been em- 
phasized by the conference when 
the farmer saw for himself that the 
recent rise of the prices for his 
commodities in the domestic market 
followed, and was dependent upon, 
broad movements affecting the grain 
markets throughout the world. The 
reduced world stocks of wheat as 
compared with recent estimates, to- 
gether with an upward revision of 
estimated European requirements, 
has been an important factor in the 
advance of grain prices.” 


Wheat Supply 


An important consideration in 
this connection is that the world’s 
supply and consumption of wheat 
during the present crop year will 
be closely balanced unless some- 
thing unusual occurs with the crops 
in the Southern Hemisphere. This 
condition should, of course, encour- 
age the wheat grower and incident- 
ally may renew faith in wheat. 
“The farmers suffered from a lack 
of speculative buying,” says the 
National City Bank Review. “More 
buyers were needed who had faith 
in wheat. It will be remembered 
that about that time the so-called 
farmers’ bloc in Congress was hot 
on the trail of the speculator, and 
has been claiming credit for enact- 
ing a law to curtail his operations. 
Of course, it cannot be positively 
said that wheat would have been 
higher but for this act, but if it in- 
terfered with the freedom of the 
markets it was bound to be detri- 
mental, and it is certain that wheat 
suffered last fall from a lack of 
speculative buying. The low price 
on the crop was made November 1, 
when December wheat sold in Chi- 
cago at $1.01 and the May delivery 
at $1.0254.” * * * 

“From this time on the market 
will be much influenced by the crop 
prospects in this country. Kansas 
is the biggest producer of winter 
wheat, and in that state and the ad- 
joining southwest the crop failed 
to get moisture enought in the fall 
to give a good start, and has had 
very little of either snow or rain 
since. Crop experts have been pre- 
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dicting a heavy abandonment of 
acreage. 

“This situation supports the view 
that so long as Russia is not an ex- 
porter, the world’s supply and de- 
mand will be closely balanced when 
the wheat crop is generally good, 
and that a short crop with any im- 
portant producer is likely to send 
prices skyward.” 

With the various aids extended 
to him and a general rise in prices, 
the better feeling in agricultural 
territory must of necessity react 
upon the country as a whole. But 
one reviewer predicts that there will 
be no free spending among farmers 
because much of the 1922 crop has 
passed from the farmers’ hands and 
such money as he will now get from 
sales will be needed for taxes, press- 
ing indebtedness and the expenses 
incident to making a new crop. 
Then, too, before the old condition 
of depression can be shaken off the 
prices of farm labor and the things 
which the farmer must buy must 
come down still lower. 

“It would not be safe,” says the 
same authority, “to predict that this 
improvement will continue or even 
that it will in all respects be main- 
tained, but it probably is safe to say 
that the worst has been passed and 
that on the whole the farmer will 
not lose the ground that has been 
gained.” 


Wages 


Wages outside of the highly or- 
ganized trades have declined. In 
highly organized trades they have 
not been adjusted to correspond with 
other readjustments in the scale 
of prices. “But taken,” again quot- 
ing this authority, “in connection 
with existing unemployment and 
stagnation in business, it only proves 
that they (the labor leaders) are 
able to block the wheels of industry 
and delay recovery to normal activ- 
ity.” 

The recent purchase of railway 
equipment is regarded as good basis 
for the expectation of a growing 
volume of business. During the 
first two weeks of February 7,300 
more freight cars were ordered by 
one railroad system alone and the 
orders for passenger cars thus far 
placed this year by Class I railroads 
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exceed the total for 1921. It has 
been said that this country will need 
during the next three years about 
500,000 new freight cars. 

In the automobile industry the 
fear of a further general price re- 
duction seems to be passing. Prices 
have been stabilized. The indus- 
try has been brought to a sound 
position. 

The Guaranty Survey regards the 
increase in the number of business 
failures in January. as “largely a 
seasonal movement.” “These fail- 
ures,” it continues, “do not neces- 
sarily indicate an unfavorable 
future trend of business mortalities, 
being rather a reflection of past 
events. The increase in the number 
of failures has in some degree a 
clarifying effect upon the general 
business situation. There is ground 
for encouragement in the fact that 
in so many cases creditors regard 
this as a time when it is no longer 
necessary to defer the elimination 
or financial readjustment of con- 
cerns that cannot be expected to 


carry through. A period of intense 
competition in many lines of enter- 
prise is inevitable. From the long- 
time point of view, the country will 
gain as a result of the elimination 
of those concerns which cannot re- 
strict their costs in conformity with 
the requirements of the new situa- 
tion in industry and trade.” 

In all of the discussion relating 
to the bonus only secondary and 
tardy attention seems to have been 
given by legislators and many 
others to the economic dangers en- 
tailed, even after Secretary Mellon’s 
unequivocal warnings. As the Sur- 
vey of the Irving National Bank 
puts it, “few legislators seemingly 
have given much study to the eco- 
nomic repercussions that would be 
caused by any plan to divert some 
three billion three hundred million 
dollars of tax funds indiscrim- 


inately into the hands of able-bodied. 


young men.” It holds the belief 
common to all economists that the 
bill would do more to hurt business 
recovery than even the unemploy- 
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ment doles which have fostered 
idleness in Europe. 

The long-drawn out, unbusiness- 
like and unpatriotic fight has kept 
the country upset almost from day 
to day by new, and sometimes fan- 
fastic, propositions to raise the 
required funds. One recent propo- 
sition was to raise the necessary 
funds by imposing a tax of one- 
tenth of one per cent. on the trans- 
fers of stocks and bonds. It was 
estimated that this would raise 
$190,000,000 based on a turn over 
of stocks and bonds of the value of 
$195,000,000,000. Such a tax 
would seriously effect trading, meet 
with immediate opposition and have 
a depressing influence on new is- 
sues, which is another way of saying 
that here would be another discour- 
agement to new enterprises. 

The twenty-year paid-up insur- 
ance plan with borrowing possibili- 
ties arouses vigorous opposition on 
the ground that this plan would 
cripple the banking system and de- 
lay the rehabilitation of the country. 


New York Bankers Arranging for the Convention 


HE Committee of One Hundred 
in charge of local arrangements 
for the 1922 convention of the 
American Bankers Association has 
obtained the services of Guy Emer- 
son, vice-president of the National 
Bank of Commerce of New York, 
as general manager of the conven- 
tion and his bank has granted a 
leave of absence for this purpose. 
“Because New York has the op- 
portunity to welcome this impor- 
tant bankers’ meeting only about 
five times ina century,” said Seward 
Prosser, president of the Bankers 
Trust Company, and who is chair- 
man of the Committee of One 
Hundred, “‘we want to make it a sig- 
nificant and memorable occasion.” 
In addition to the general com- 
mittee, several others have been or- 
ganized. Walter E. Frew, president 
of the Corn Exchange Bank, is head 
of the Executive Committee ; Gates 
W. McGarrah, chairman of the 
Board of Directors of the Mechan- 
ics and Metals National Bank, is 
chairman of the Finance Commit- 
tee; Thomas W. La Mont, of J. P. 
Morgan & Co., is chairman of the 
Reception Committee, and there is 
a special committee to welcome the 


. wives and daughters of visiting 


bankers, which committee Mrs. 
Dwight W. Morrow will manage. 
Harvey D. Gibson, president of 
the New York Trust Company, is 
chairman of the Committee on Ho- 
tels. Detailed information relative 
to hotels and headquarters will be 
announced later. Mortimer N. 
Buckner, chairman of the board of 
the New York Trust Company, will 
provide for golf for the visitors and 
other forms of entertainment will 
be provided by a cdmmittee of 
which H. J. Cochran, vice-president 
of the Bankers Trust Company, is 
chairman. 


Included in the membership of the 
Executive Committee of the Com- 
mittee of One Hundred are Albert 
H. Wiggin, president of the Chase 
National Bank; James S. Alexan- 
der, president of the National Bank 
of Commerce of New York; Ste- 
phen Baker, president of the Bank 
of Manhattan Company; Percy H. 
Johnston, president of the Chem- 
ical National Bank; Charles E. 
Mitchell, president of the National 
City Bank ; Lewis E. Pierson, chair- 
man of the board of the Irving Na- 
tional Bank; William C. Potter, 


president of the Guaranty Trust 
Company; Jackson E. Reynolds, 
president of the First National 
Bank; William Woodward, presi- 
dent of the Hanover National Bank, 
and the chairmen of the committees 
given in the foregoing. 


Central States Conference ~ 


The annual meeting of the Cen- 
tral States Conference will be held 
at Milwaukee, Wis., March 20 and 
21, 1922, and the president, vice- 
president and secretary of every 
state bankers association in the 
United States, as well as the officers 
of the American Bankers Associa- 
tion, are invited to be present. 

The Central States Conference 
has consisted for several years of 
the president, vice-president and 
secretary of the following state 
organizations: Arkansas, Illinois, 
Indiana, Iowa, Kansas, Michigan, 
Minnesota, Missouri, Nebraska, 
North Dakota, Ohio, Oklahoma, 
South Dakota and Wisconsin. This 
year representatives of all the bank- 
ers’ associations in the United 
States are invited, with a view that 
it may be made the most helpful 
conference of the kind ever held. 
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Check with Impossible Date 


Payment of a check dated Febru- 
ary 29, 1922, should not be refused 
because there is no such date in the 
year 1922, but the instrument 
should be regarded as dated Febru- 
ary 28, 1922, and paid accordingly. 


From Maryland — Should we refuse 
payment on a check dated February 29, 
1922, Sue being no such date in the 
year 1922 

Our caus seems to think that the 
check was purposely dated in that way 
to avoid being paid. We will appreciate 
your advice on this point. 


It has been held where an instru- 
ment is dated on an impossible date, 
such as the 31st of September, the 
law adopts the nearest day by the 
doctrine of cy pres (as near as may 
be) and the computation will be 
made from the 30th of September. 
Wagner v. Kenner, 2 Rob. (La.) 
120. 

This is the rule of the law mer- 
chant and while the Negotiable In- 
struments Act has no specific oe 
on the subject, it provides that “ 
any case not provided for in this 
act, the rules of the law merchant 
shall govern.” 

Payment of the check in ques- 
tion, therefore, should not be re- 
fused, but it should be paid the 
same as if dated d 28, 
1922. 


Assessment Against Shareholder 
of Insolvent National Bank 


The owner of shares in an in- 
solvent national bank remains liable 
to assessment thereon upon the 
bank’s insolvency, notwithstanding 
he has pledged his shares and the 
shares have been transferred on the 
books to the name of a third person 
as pledgee. Such pledgee is not 
liable to assessment unless he has 
so dealt with the stock as to acquire 
the beneficial ownership. 


From Idaho—We will thank you for 
an opinion relative to the enforcement 
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of a shareholder’s liability in a closed 
national bank under the following con- 
ditions : 

A shareholder and officer in a national 
bank who had been active in the man- 
agement of said bank owed a note at 
another bank and had his own bank 
stock pledged as collateral. 

The officer finds it necessary to retire 
and the bank which has loaned him the 
money on his stock takes his bank stock 
and has same transferred on the books 


to the name of the —— Trust Com- 
pany, pledgee. 
The —— Trust Company is an affli- 


ated company of the bank which loaned 
the money on the stock. 

A short time after the officer of the 
national bank retired from his bank, the 
bank was declared insolvent and closed 
by the banking department. 

The question which we would like to 
have answered is: Whe is liable for the 
assessment of 100 per cent. on the stock 
which stands in the name of “The —— 
Trust Company, pledgee,’ on the books 
of the closed institution? 

The officer of the retired institution 
is himself insolvent. 


The officer and shareholder of the 
national bank who pledged his stock 
remains liable to assessment pro- 
vided the lending bank has not real- 
ized on the stock so as to divest him 
of title. The mere transfer of the 
stock to the name of the lending 
bank or to the name of another, 
as pledgee, on the books of the 
issuing bank, does not subject the 
pledgee to liability for assessment 
upon insolvency of the issuing bank. 
(Rankin v. Fidelity Ins., etc., Co., 
189 U. S. 242), but if the lending 
bank sells the stock and itself be- 
comes a purchaser or if it has made 
any arrangement with the borrower 
by which it becomes the real owner 
of the stock the liability to assess- 
ment attaches, although the stock is 
still registered in the name of an- 
other as pledgee. See Ohio Valley 
National Bank v. Hulitt, 204 U. S. 
162, where a national bank holding 
stock of another national bank as 
collateral security for the note of a 
shareholder, with power of sale, 
turned over the stock, without con- 
sideration, to an employee and the 
stock was transferred on the books 
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and a new certificate issued in the 
name of such employee under an 
arrangement that the employee 
should hold the stock as security for 
the indebtedness of the borrower. 
Afterwards the lending bank in- 
dorsed as a credit on the note a 
certain amount which it deemed the 
value of the stock and proved its 
claim for. the balance against the 
estate of the deceased borrower. 
The court held that the bank ac- 
quired title to the stock by crediting 
its value on the note and thereupon 
became the beneficial owner and lia- 
ble to assessment. 

Unless the lending bank in your 
case has by some arrangement with 
the borrower acquired title to the 
stock as distinguished from holding 
it as pledgee, it is not liable to as- 
sessment, but the ownership still 
remains in the original borrower 
and he is the one liable to assess- 
ment. The fact that he is insolvent 
does not, of course, shift the burden 
of liability. 


Postdated Certificate of Deposit 


It is not illegal when renewing 
a certificate of deposit to date the 
certificate ahead as a matter of con- 
venience and such a certificate 
would be negotiable before the day 
of its date. 


From Nebraska—We have customers 
who come in from the country quite a 
distance and who desire sometimes to 
have their certificates of deposit renewed 
from one to three months ahead of 
time. They ask us to pay them the 
year’s interest which they have not quite 
earned and to date the new certificate 
ahead, giving it the date the old one 
comes due. Now in your opinion would 
you call this practical and if we are 
legally allowed to do so and are these 
certificates negotiable before their date? 


The Negotiable Instruments Act 
(adopted by Nebraska 1905, Cf. 
Laws of 1905, ch. 83) expressly 
provides that an instrument is not 
invalid merely for the reason that 
it is postdated, provided this is not 
done for an illegal or fraudulent 
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purpose. N. I. L. Sec. 12 Brannan, 
Neg. Inst. Law (3d ed.) 42, 43. 

A certificate of deposit would 
come within this rule and the dating 
of such certificate ahead would be 
legal and it would be negotiable be- 
fore the day of its date. An instru- 
ment otherwise negotiable in form 
is none the less negotiable because 
postdated, and may be negotiated 
prior to the day of its date: Burns 
v. Kahn & Furst, 47 Mo. App. 215; 
Trephonoff v. Sweeney, 130 Pac. 
979; Albert v. Hoffman, 64 Misc. 
87, 117 N. Y. Supp. 1043. 


Protest of Postdated Check 


A postdated check ts not pro- 
testable before the day*of its date 
arrives and the validity of such a 
protest cannot be maintained on the 
theory that, because the check was 
unstamped it could be treated as a 
demand instrument subject to pro- 
test, because Article 63 of Stamp 
Tax Regulations provides that post- 
dated checks are not subject to tax 
unless expressly payable after their 
date. 


From Missouri—We received through 
remittance from our correspondent a 
check in amount of $25 which was re- 
fused on account of “insufficient funds” 


by another bank in this city on which’ 


the check was drawn. Our correspond- 
ent’s letter contained advice to “protest 
all items over $10 unpaid,” unless ad- 
vised by indorser to the contrary. As 
this item came protestable to our, bank 
we authorized same protested on account 
of nonpayment. 

Since returning this check we have 
received from our correspondent a let- 
ter advising us that their indorser had 
taken exception to this protest as the 
item was dated December 15th whereas 
the check was presented and refused on 
December 7th, and that the check could 
not legally be protested as it was not 
due when presented. 

We have contested this request for 
return of fees, basing our stand in this 
matter on the following facts. We re- 
ceived the check with instructions to 
protest if unpaid. As the check was 
not stamped with a revenue stamp, as 
postdated checks are required by law 
to be stamped, we assumed that there 
was merely an error in dating the check. 
We believe their indorser forfeited right 
to return of protest fees in not stamping 
check as postdated, and in presenting 
this check in advance of due date with 
no instructions other than to protest if 
unpaid. Our action in protesting was 
taken to protect ourselves. 


A postdated check is not payable 
or protestable until the day of its 
date arrives; therefore, protest on 
December 7th of a check dated De- 
cember 15th was not legal or valid 
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and no fees therefor are charge- 
able. 

Your position that because the 
postdated check was unstamped you 
were entitled to regard the post- 
date as an error and to treat the 
check as a demand instrument sub- 
ject to protest is untenable in view 
of the fact that Article 63 of the 
Stamp Tax Regulations provides: 

“Postdated checks are not sub- 
ject to tax unless expressly payable 
after their date.” 


Eligibility of Bank as Public 
Depositary 


In the JourNaAL for January, 
1922, page 516, we published an 
opinion that “under the statute in 
Texas, a bank is not ineligible as 
depositary of the funds of a city 
because one of its officers, who is 
cashier, stockholder and director, is 
a member of the city council which 
is charged with the duty of selecting 
the depositary in the manner pro- 
vided by law.” 

In reaching that opinion, no con- 
sideration was given to Article 266 
(formerly 264) of the Penal Code 
of Texas, which provides: 


“If any officer of any county in this 
state, or of any city or town therein, 
shall become in any manner pecuniarily 
interested in any contracts made by such 
county, city or town, through its agents 
or otherwise, for the construction or re- 
pair of any bridge, road, street, alley or 
house, or any other work undertaken by 
said county, city or town, or shall become 
interested in any bid or proposal for such 
work or in the purchase or sale of any- 
thing made for or on account of such 
county, city or town, or who shall con- 
tract for or receive any money or prop- 
erty, or the representative of either, or 
any emolument or advantage whatsoever 
in consideration of such bid, proposal, 
contract, purchase or sale, he shall be 
fined in a sum not less than $50 nor 
more than $500.” 


We have been advised that the 
attorney general of the state of 
Texas has rendered an opinion to 
the effect that a bank having as a 
director one of the county commis- 
sioners is not eligible to bid for or 
become custodian of the county 
funds: 


“There is no possible manner by which 
the provisions of the law —a 
be evaded. A bank having as director 
one of the county commissioners is not 
eligible to bid for or ,become the cus- 
todian of the county funds, and if it were 
to do so, and the commissioners’ court 
awarded funds to such a bank, it would 
be a violation of law, and the parties sub- 
ject to prosecution.” (Opinion dated 
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February 3, 1913, addressed to Mr. 
Richard P. Head, Balmorhea, Texas.) 


The attorney general of Texas 
also rendered an opinion as follows: 


“Inasmuch as you are a_ stockholder 
of the bank at Alpine, the commissioners’ 
court will not be authorized by law to 
accept the bid of such bank as county 
depositary, your position as county judge 
being inconsistent with any authority 
upon your part to accept such a bid, nor 
would non-action upon your part or non- 
participation upon your part, with the com- 
missioners’ court in reference to this mat- 
ter relieve the situation of its vice or 
make legal the action of the court. Under 
no circumstances, so long as you are 
county judge and at the same time a stock- 
holder in the bank, can the commission- 
ers’ court name the bank as county de- 
positary.” (Opinion dated February 3, 
1913, addressed to Mr. A. M. Turney, 
Alpine, Texas.) 

While no decision of a Texas court 
has been found construing the effect of 
Article 266 in its application to the case 
of a bank acting as depositary of public 
funds, where one of its directors or stock- 
holders is a member of the city council, 
the opinion of the attorney general of 
the state should be given weight and 
until the Texas courts have been called 
upon to pass upon the point directly, it 
would be unwise to advise a bank con- 
trary to the conclusion reached in the 
two opinions above quoted, since they are 
the only official pronouncements we have 
as to the proper construction of the 
statute in question. 


The opinion published in the 
JournaL for January is, therefore. 
modified accordingly. 


Accommodation Maker Subse- 
quently Adjudged Insane 


Where A and B sign and deliver 
a note, the latter intending to sign 
as surety and B is subsequently ad- 
judged insane, but it does not ap- 
pear that he was insane at the time 
of stgning and the bank acquiring 
such note was ignorant of any in- 
capacity, B is probably liable there- 
on, and the fact that the bank ac- 
cepted a renewal note signed by A 
and B, after B was adjudged insane 
but in sgnorance thereof, retaining 
the first note would not affect the 
bank’s rights. 


From Kansas—A and B gave a note 
to a bank. B is the father of A and 
intended to sign the note as surety, but 
under the negotiable instruments law 
would be a maker of the note. After- 
wards B was adjudged to be a person of 
unsound mind. The note came due’ and 
was not paid. The bank not knowing 
that B had been adjudged a person of 
unsound mind, attempted to renew the 
note by taking another note, but did not 
surrender the first note. The second 
note would be void for the reason that 
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at the time of the renewal B was of 
unsound mind. A is insolvent. 

In your opinion, would A and B both 
be liable under the first note? 

What would be the legal effect of tak- 
ing the second note? 

Insanity of the signer, whether he 
is a maker, indorser or surety, is 
a defense to a promissory note 
(Van Patton v. Beals, 46 Iowa 62; 
Burgendorff v. Hamer, 95 Nebr. 
113, 145 N. W. 250; In re Killen, 
223 Pa. St. 201) even as against a 
bona fide holder. (Anglo-Cali- 
fornia Bank v. Ames, 27 Fed. 727; 
Grant v. Thompson, 4 Conn. 203; 
McClain v. Davis, 77 Ind. 419; 
Mitchell v. Kingman, 5 Pick. 
(Mass.) 431; Burke v. Allen, 29 
N. H. 106; Hosler v. Beard, 54 
Ohio St. 398; Wirebach v. Easton 
First Nat. Bank, 97 Pa. St. 543; 
Barnes v. McCarthy (Tex. Civ. 
App.), 132 S. W. 85.) 

But it has been held that one who 
in good faith takes a note signed by 
one of whose incompetency to do 
business the taker has no notice, 
and in a transaction which is not 
likely to call his attention to it, can 
recover on the notes (Shoulters v. 
Allen, 51 Mich. 529); that if the 
instrument is given for necessaries 
or other adequate consideration of 
benefits furnished the maker in good 


faith, without knowledge of his un- 
sound mental condition, it may be 
enforced to the extent of the value 
of the consideration so furnished 
(Shoulters v. Allen, 51 Mich. 529, 
16 N.W. 888; Hosler v. Beard, 54 
Ohio St. 398, 42 N. E. 1040) ; and 
that if an accommodation indorse- 
ment is renewed, and prior indorse- 
ment having been made while the 
indorser was sane, and is received 
by the holder, before the indorser 
is adjudged insane and without 
notice of his lunacy, the holder may 
recover thereon. (Snyder v. Eau- 
bach, 7 Wkly. Notes Cas. (Pa.) 
464.) 

By the great weight of authority, 
where a contract has been executed, 
so that the insane person has re- 
ceived a benefit from it, and the 
parties cannot be restored to their 
former positions, proof of the actual 
insanity of one of the parties at the 
time of making the contract, unac- 
companied by any proof that the 
other knew or ought to have known 
of his condition, will not avoid the 
contract. (Watkins v. Stulb. (Ga. 
App.) 98 S.E. 94; Reeves v. Hun- 
ter, (Iowa) 171 N.W. 657; Myers 
v. Knabe, 51 Kan. 720 (holding 
that a contract or conveyance made 
fairly and in good faith with a luna- 
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tic who is apparently sane, and be- 
fore any finding of lunacy is made, 
cannot be annulled by a mere show- 
ing of incapacity at the time it was 
made. If the other party entered 
into the contract without any knowl- 
edge of the insanity, his equitable 
rights must be protected before 
there can be a rescission or annul- 
ment); Gribbon v. Maxwell, 34 
Kan. 8; Rath v. Smith, 180 Ky. 326, 
202 S.W. 501; In re Owens (N. J. 
Ch.) 105 Atl. 653; McCarthy v. 
Storage, &c., Co., 169 N. Y. Suppl. 
463; Elias v. Building, &c., Ass'n, 
46 S. C. 188; Memphis Nat. Bank v. 
Sneed, 97 Tenn. 120; Parker v. 
Marco, 76 Fed. 510). 

Applying the foregoing authori- 
ties to the case submitted, as it does 
not appear that B was actually in- 
sane at the time he became surety 
on the first note and had not been 
legally adjudged insane and as the 
bank was ignorant of any incapac- 
ity on his part at the time of such 
signature B would probably be lia- 
ble on the note equally with A. The 
fact of the execution, or attempted 
execution, of the renewal note 
would not affect the bank’s rights 
under the first note, since it was 
not intended in payment thereof, as 
is evidenced by the retention of the 
first note. 


A Suggested Form of Certification 


NUMBER of letters have 
been received from bankers 
inquiring as to the best form 

of certification to safeguard against 
liability in view of the recent de- 
cision of the Supreme Court of 
Illinois in National City Bank of 
Chicago v. National, Bank of the 
Republic of Chicago, explained at 
length in the February issue of the 
JourNnaAL (see article “Certification 
of Altered Checks,” JourNAL, Feb- 
ruary, 1922, page 545). 

The Illinois Bankers Association 
has recommended the following 
form: 


“We certify as to the amount of 
this check $..... and the genuineness 
of the signature of the maker only. 

Mar. 14, 1922 


FIRST NATIONAL BANK 


Cashier.” 


While the above form would 
safeguard the bank where it certi- 
fied a check bearing an alteration 
of the payee, it would not protect 
the bank where the amount had 
been raised before certification, but, 
under the Illinois decision, the certi- 
fying bank would be held liable for 
the increased amount. We, there- 
fore, suggest the following: 


“Certified without liability for 
genuineness except as to maker’s 
signature.” 


Under this form of certification, 
if the check is genuine, the bank 
is liable to the holder for its 
amount; but if a genuine check of 
the maker has been altered before 
certification as to the amount, payee 
or in any other respect except 
maker’s signature, the certifying 
bank is not responsible to an inno- 
cent purchaser, and if it pays the 
check, may recover back the amount. 
Some bankers use the word “ac- 
cepted” instead of “certified” and no 
objection is seen to the substitution 
of this word. 


The Preservation of Section 5219 U. S. 


HE national banks were originally 
created in 1863 and in 1864 Con- 
gress, recognizing that money in- 
vested in these institutions should 
bear its fair share of the tax burden in 
the states in which they were respectively 
located, but at the same time desiring to 
protect the national banks from un- 
friendly and discriminatory taxation, en- 
acted the following provision which, as 
amended in 1868, became Section 5219, 
U. S. Revised Statutes: 


Nothing herein shall prevent all the shares 
in any association from being included in the 
valuation of the personal property of the owner 
or holder of such shares, in assessing taxes 
imposed by authority of the state within which 
the association is located; but the legislature 
of each state may determine and direct the 
manner and place of taxing all the shares of 
national banking associations located within the 
state, subject only to the two restrictions, that 
the taxation shall not be at a greater rate than 
is assessed upon other moneyed capital in the 
hands of individual citizens of such state, and 
that the shares of any national banking asso- 
ciation owned by non-residents of any state 
shall be taxed in the city or town where the 
bank is located, and not elsewhere. Nothing 
herein shall be construed to exempt the real 
property of associations from either state, 


county or municipal taxes, to the same extent,-. 


according to its value, as other real property 
is taxed, 


Speaking of the intent of Congress in 
passing this law, the Supreme Court 
through Mr. Justice Miller in 1879 in 
People v. Weaver, 100 U. S., 539, said: 


As Congress was conferring a power on the 
states which they would not otherwise have 
had, to tax these shares, it undertook to impose 
a restriction on the exercise of that power, 
manifestly designed to prevent taxation which 
should discriminate against this class of prop- 
erty as compared with other moneyed capital. 
In permitting the state to tax these shares, it 
was foreseen—the cases we have cited from our 
former decisions showed too clearly—that the 
state authorities might be disposed to tax the 
capital invested in these banks oppressively. 

This might have been prevented by fixing 
a precise limit in amount. But Congréss, with 
due regard to the dignity of the states, and 
with a desire to interfere only so far as was 
necessary to protect the banks from anything 
beyond their equal share of the public burdens, 
said: you may tax the real estate of the banks 
as other real estate is taxed, and you may tax 
the shares of the bank as the personal property 
of the owner to the same extent you tax other 
moneyed capital invested in your state. It 
was conceived that by this qualification of the 
power of taxation equality would be secured 
and injustice prevented. 


This protective provision has been the 
law for over half a century and it has 
operated equally for the protection of 
investors in state banking institutions, for 
the state will not discriminate against its 
own in favor of national institutions. 


Revised Statutes 


THOMAS B. PATON 


General Counsel 


Lower Taxation of Intangibles 
Discriminatory 


Repeated decisions interpreting the 
italicized portion of Section 5219 have 
confined its meaning to moneyed capital 
competing with national banks and state 
tax authorities in some of the states have 
erroneously construed these decisions as 
in effect holding that where the capital 
of state banks and other competing finan- 
cial institutions is not taxed at a higher 
rate, the section is not violated and have 
built up their tax systems accordingly. 
But in June, 1921, the Supreme Court in 
Merchants National Bank v. City of 
Richmond said: “By repeated decisions 
of this court, dealing with the restriction 
here imposed, it has become established 
that while the words ‘moneyed capital in 
the hands of individual citizens’ do not 
include shares of stock in corporations 
that do not enter into competition with 
the national banks, they do include some- 
thing besides shares in banking corpora- 
tions and others that enter into direct 
competition with those banks. They in- 
clude not only moneys invested in 
private banking, properly so called, but 
investments of individuals in securities 
that represent money at interest and other 
evidences of indebtedness such as nor- 
mally enter into the business of bank- 
ing”; and where bank stocks in the city 
of Richmond were taxed for state pur- 
poses at 35c and for city purposes at 
$1.40, a total of $1.75 upon $100 of 
valuation, while upon intangible property 
in general, including bonds, notes and 
other evidences of indebtedness, a ma- 
terial portion of which came into com- 
petition with national banks in the loan 
market, the state rate was 65c and the 
city rate 30c, an aggregate of 95c upon 
each $100 of valuation, the court held 
there was discrimination and the tax 
on the national banks invalid (see 
Journal, July, 1921, p. 15, for complete 
statement of this case). 

So in the still more recent decision 
(July, 1921) of the U. S. Circuit Court 
of Appeals in Eddy v. First National 
Bank of Fargo, 275 Fed. 550, the shares 
of the First National Bank of Fargo, 
N. D., together with the shares of other 
national and state banks, were taxed for 
state, city, county, etc., purposes at the 
rate of 35.3 mills per dollar of valuation, 
exclusive of that invested in real prop- 
erty and taxed as such. By the Money 
and Credits Act of North Dakota (C. 
230, Laws 1917) “other moneyed capital 
in the hands of individual citizens of the 
state,” with certain exceptions, was taxed 
at the rate of 3 mills on the dollar of 
valuation. Had this rate been applied 
to the shares of the Fargo bank the tax 
— have been $1,482 instead of $17,- 
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The bank brought suit “as the statu- 
tory paying representative of the share- 
holders” to enjoin the collection of the 
tax as in violation of Section 5219, U. S. 
Rev. St. 

The court held: The discrimination to be 
in violation of the Federal statute must be 
“appreciable or substantial.” The discrimina- 
tion here was such. In the city of Fargo, 
“there was at least $2,000,000 of moneyed 
capital in the hands of individual citizens taxed 
at the 3-mill rate and $1,383,023 of national 
and state bank shares taxed at the rate of 35.3 
mills; * * * the same relative proportion 
existed throughout the county and the state.” 

“Tt is not enough to say that the shares of 
state banks are treated equally with those of 
national banks.” 

“The act of Congress itself makes the classifi- 
cation, and the comparison for equal treat- 
ment in taxation of moneyed capital is between 
that belonging not to banks, national and state, 
and other corporations as a class, but to the 
individual citizens of the state.”” The court 
further held that it is immaterial that the 
3-mill tax rate was enacted to prevent moneyed 
capital of individuals from escaping taxation. 


The McFadden Amendment, 
H. R. 9579 


While the majority of states still ad- 
here to the general property tax—that is 
to say, a uniform rate upon all personal 
property which applies alike to bank 
shares, other moneyed capital and all 
other forms of personal property—a num- 
ber of states have, like Virginia and 
North Dakota, adopted a classified system 
of taxation of personal property under 
which other moneyed capital in the hands 
of individual citizens is classified and 
taxed at a lower rate, for the ostensible 
purpose of procuring a tax yield from 
this class of property which, otherwise, 
it is asserted, would largely escape taxa- 
tion; and in some of the states, such as 
New York, Massachusetts and Wiscon- 
sin, a system of taxation of incomes has 
been adopted whereunder, it is claimed, 
a much greater revenue from _ other 
moneyed capital is derived than under a 
general property tax. 

Following the decisions in the Vir- 
ginia and: North Dakota cases, the tax 
commissioners of a number of such states, 
in the fear that if they continued the 
taxation of other moneyed capital under 
these systems, it would be held a dis- 
crimination against the national banks. 
formulated a bill that was introduced 
in Congress.at their request by Mr. 
McFadden which, while in the form of 
an amendment, virtually repeals Section 
5219 and substitutes a permission to the 
states to tax either the shares or the 
income of national banks to any amount 
they please, provided only the shares or 
income of state banks and trust com- 
panies are equally taxed. Following is 
a copy of the McFadden bill (H. R. 
9579) : 


To amend Section 5219 of the Revised 
Statutes of the United States. 


March, 1922 


Be it enacted by the Senate and House of 
Representatives of the United States of 


America in Congress assembled, that Section - 


5219 of the Revised Statutes of the United 
States be, and the same is hereby, amended 
so as to read as follows: 

“Section 5219. That the legislature of each 
state may provide for the taxation of the real 
property therein of any national banking asso- 
ciation located therein in the same manner and 
at the same rate as other real property in the 
same taxing district is taxed for public pur- 
poses; and may also provide for the taxation 
of either the income gf such association, or 
the shares of such association, subject to the 
restrictions that whichever of the above classes 
shall be chosen the rate or rates of tax imposed 
shall be not greater than the lowest uniform 
rate or graduated rates imposed in respect of 
such class on banks, banking association, or 
trust companies doing a banking business, in- 
corporated by or under the laws of such state, 
other than savings banks or similar non-stock 
one organized for the mutual benefit 
of depositors; and if the shares of such associa- 
tion are taxed, the shares owned by non- 
residents of such state shall be taxed in the 
taxing district where such association is 
located and not elsewhere; and may also, if 
the state provides for the taxation of indi- 
vidual incomes, include as a part of taxable 
income the income from the shares of national 
banking associations: Provided, That the in- 
come from the shares of banks, banking asso- 
ciations and ‘rust companies doing a banking 
business, incorporated by or under the laws 
of such state, is also so included. 

“Any tax upon shares of national banks 
heretofore paid, levied or assessed, which is 
in accord with the provisions hereof, is hereby 
legalized, ratified and confirmed as- of the 
date when imposed. Nothing herein shall be 
construed to exempt the real property of asso- 
ciation from either state, county or municipal 
taxes, to the same extent, according to its 
value, as other real property is taxed.” 


The McFadden amendment, it is seen. 
while continuing the present permission 
to the states to tax the real estate of 
national banks (and in this connection the 
concluding paragraph of the bill is con- 
cededly a duplication and erroneously in- 
cluded) would repeal the protective pro- 
vision that national bank shares, which 
are taxed as the personal property of the 
shareholders, shall not be taxed at a 
greater rate than other moneyed capital 
in the hands of individuals and substitute 
therefor permission to the states to tax 

(1) Either (a) a national bank directly 
upon its income or (b) the shareholders upon 
their shares, subject to the restriction that 
in either case the taxation shall not be 
greater than imposed upon state banks and 
trust companies. 

(2) ‘Additionally, the dividends of the 
shareholder from the shares as a part of 
his individual income provided incomes from 


state bank and trust company shares are 
equally taxed. 


The McFadden bill would also attempt, 
by a retroactive provision, to ratify all 
back taxes upon national bank shares 
which might be invalid under the present 
Section 5219, if such taxes accord with 
the provisions of the proposed bill. 


A. B. A. Special Committee on 
Taxation 


Immediately following the introduction 
of the McFadden bill, the President of the 
American Bankers Association, Thomas 
B. McAdams, in order to safeguard the 
interests of the bankers, appointed a spe- 
cial Committee on Taxation to cooperate 
with the Committee on Federal Legisla- 
tion of the Association and to confer with 
the Tax Commissioners to reach, if pos- 
sible, an agreement with respect. to legis- 
lation which, while permitting investors 
in national bank shares to bear their fair 
share of the tax burden, would continue 


adequate safeguards against oppressive 
and discriminatory taxation; failing 
which, Congress would be looked to for 
the needed protection. This committee 
(consisting of Oliver J. Sands of Rich- 
mond, Chairman; Roy C. Osgood of Chi- 
cago, Illinois; E. M. Wing of Wisconsin ; 
Morris F. Frey of New York, and Elmer 
A. Onthank of Massachusetts) met with 
a committee of the Tax Commissioners 
in Washington on January 19, 20 and 21, 
but it was impossible to reach an agree- 
ment. Following this, a two-days hear- 
ing was given by the House Committee on 
Banking and Currency on Thursday and 
Friday, January 26 and 27, 1922, upon 
H. R. 9579, at which the Tax Commission- 
ers’ side of the question was fully pre- 
sented. The American Bankers Associa- 
tion’s Special Committee on Taxation was 
represented at that hearing and at its 
request the hearing was continued until 
February 7th to enable the presentation 
of views of the bankers. 


Tax Commissioners Before the 
House Committee 


On January 26 and 27, the Tax Com- 
missioners presented their views to the 
House Committee in support of H. R. 
9579. The main contention was that as 
a number of states had “money and 
credit” laws under which they classified 
and taxed their moneyed capital in the 
hands of individual citizens*‘at a lower 
rate than imposed upon national bank 
shares, and as they presumably could no 
longer do so under the recent decision of 


the Supreme Court in the Richmond case, 


they should be permitted by the proposed 
amendment to tax other moneyed capital 
as they liked and tax investors in national 
bank shares as high as they pleased, pro- 
vided only they taxed investors in the 
state banks and trust companies to the 
same extent. 

This contention, however, was weakened 
by the statements, repeatedly made by the 
commissioners, that both the Virginia and 
the North Dakota cases might have been 
decided differently had the facts been 
properly presented by the taxing author- 
ities, and that these decisions were based 
upon a presumption or concession of facts 
which could and should have been contro- 
verted (see for example, statements of 
Commissioner Leser at pages 100 and 101, 
Hearings, Part I), from which it would 
follow that under the present Section 
5219 the taxation of intangibles at a lower 
rate is not necessarily discriminatory 
where shown to be substantially non- 
competing. The fear, rather than the cer- 
tainty, of future litigation was the im- 
pelling motive for seeking an amendment. 

The lower taxation of other moneyed 
capital (which is only now permitted in a 
minority of states—eighteen out of forty- 
eight—where classified systems are in 
vogue) was justified on the ground of 
expediency as a vast amount of moneyed 
capital invested in bonds, notes and secu- 
rities escapes taxation entirely when sub- 
ject to the prevailing personal property 
rate. It was asserted that a very low 
rate upon this kind of property results in 
a much larger tax yield and to this ex- 
tent lessens the general burden. A 
favorite rate upon intangibles cannot be 
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justified, of course, upon principle, for 
it is relieving the tax-payer who is able 
to conceal his property, of a part of the 
burden imposed upon him whose property 
cannot be concealed, provided he will re- 
turn it for taxation; but experience, it 
was asserted, demonstrated its practica- 
bility. 

It was further contended that moneyed 
capital invested in bank shares should 
bear a higher rate of taxation than when 
invested in other intangibles; but no con- 
vincing argument was presented why this 
should be so in the case of competing in- 
tangibles and it was pointed out by Chair- 
man Sands at the subsequent hearing, that 
the state of Pennsylvania, which has a 
classified system and which, since the 
decision in Boyer v. Boyer, 113 U. S. 689, 
has imposed the same low rate upon bank 
shares as upon other intangibles, has al- 
ways derived ample revenue for its needs. 
It was significant that no representative 
of the Tax Commissioners from Penn- 
sylvania was present to urge an amend- 
ment of Section 5219 in behalf of that 
state. 

Concerning the provision of the pro- 
posed McFadden bill permitting an alter- 
native tax upon the income of the bank, 
it was explained that in many of the 
states there has grown up a system of 
income taxation, and in some of those 
states they would prefer, instead of as- 
sessing the shares, to assess the income of 
the bank. The proposed amendment was 
designed to make such taxation permissive 
for those states, provided the same or 
similar rates would apply to state banks 
and trust companies. 

As to the provision of the proposed bill 
which would permit of an additional in- 
come tax upon the dividends of the share-. 
holder, this, it appeared, was put in the 
bill to remove existing uncertainty regard- 
ing’ the levying of a tax upon personal 
incomes in addition to the tax on shares, 
as is now done in New York. The pro- 
ponents of the bill were not unanimous 
in favor of this provision, one of the 
representatives from Massachusetts stat- 
ing: “I do not think that the owner of 
national bank shares ought to be taxed 
both on the income from his shares and 
on the capital value of his shares, and 
such is not the intention of the bill,” be- 
ing immediately followed by a statement 
of one of the New York Commissioners : 
“That is, in my opinion, the intention of 
the bill absolutely” (see Hearings, Part 
I, page 14). 

The validating or retroactive clause of 
the proposed bill was urged on the ground 
that it would save such taxes to the cities 
and states and protect banks which have 
paid such taxes from any claims of share- 
holders. Doubt was expressed by some 
of the commissioners as to the validity of 
such a clause (see, for example, Hearings, 
Part I, page 84), but it was contended 
that it ought to be put in and left to the 
courts to decide whether or not the clause 
will validate what has already been done 
by the states. 


Attitude of the American Bankers 
Association and Suggested Bill 


Preliminary to the hearing given the 
bankers beginning February 7, an all-day 
conference was held on February 6 in 


il 
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Washington which was attended by sixty 
bankers and their attorneys from twenty- 
six states, at which the entire subject 
was exhaustively discussed and the con- 
clusion reached to oppose the McFadden 
bill and to urge upon Congress the re- 
tention of Section 5219 unchanged except 
that should it be found necessary to meet 
the situation in states which have adopted 
an income, in lieu of a personal property, 
tax an additional paragraph was recom- 
mended which would extend the principle 
of Section 5219 which permits taxation 
only upon the individual shareholder upon 
his property in the shares and at a rate 
no greater than upon other moneyed cap- 
ital, so that in lieu thereof an income tax 
might be imposed upon the shareholder 
at the same rate or rates as imposed 
upon the holders of other moneyed cap- 
ital based upon the net income of the 
bank. The following is a copy of the bill 
as unanimously agreed upon by the Con- 
ference: 


“Sec, 5219. Nothing herein shall prevent all 
the shares in any association from being in- 
cluded in the valuation of the personal prop- 
erty of the owner or holder of such shares or 
prevent the taxation of income as hereinafter 
provided in assessing taxes imposed by author- 
ity of the state within which the association is 
located; but the legislature of each state may 
determine and direct the manner and place of 
taxing all the shares of national banking asso- 
ciations or income as hereinafter provided lo- 
cated within the state, subject only to the 
following restrictions: 

“(1) (a) That the tax shall not be at a 
greater rate than is assessed upon_ other 
moneyed capital in the hands of individual 
citizens of such state and (b) that in any 
state where a tax in lieu of a property: tax is 
assessed upon the net income of such other 
moneyed capital such state may in lieu of a 
tax on the shares impose upon the share- 
holders an income tax based upon the net in- 
come of the bank, which may be paid by the 


bank, but which shall be at a rate no greater. 


than is assessed upon the net income of such 
other moneyed capital. 

“(2) ‘That shares or the net income as above 
provided of any national banking association 
owned by nonresidents of any state shall be 
taxed in the taxing district where the bank 
is located and not elsewhere. Nothing herein 
shall be construed to exempt the real property 
of associations from either state, county, or 
municipal taxes to the same extent, according 
to its value, as other real property is taxed. 

The intention underlying the income tax 
feature of this bill, as subsequently ex- 
plained to the House Committee at the 
hearing, is that the entire net income of 
the bank—distributed and undistributed— 
shall become the basis of the income tax 
and upon this entire net income taken as 
a whole, shall be imposed the rate or 
graded rates applicable to this amount of 
net income of an individual and that when 
this tax is paid by the bank for the share- 
holders, it shall be apportioned according 
to the number of shares held by each. 
In other words, assuming the net income 
of a bank was $100,000 and the bank had 
ten stockholders, each owning one-tenth 
of the shares, it is not proposed to divide 
the income into ten parts of $10,000 each 
apportioned to each shareholder, and im- 
pose the rate applicable to an income of 
$10,000 and permit the deduction of in- 
dividual exemptions, but the rate or 
graduated rates imposed upon individual 
incomes would be imposed upon a net in- 
come of $100,000 and the tax thus paid 
apportioned to each shareholder. It was 
pointed out at the hearing that the bill 
was hurriedly drawn and if not so worded 
as to carry out this intention, it should 
be reworded. 
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The Bankers Before the House 
Committee 


The House Committee continued its 
hearings on H. R. 9579 on February 7, 
8 and 9. On the first two days a large 
delegation of bankers and attorneys from 
all over the country, including members 
of the Special Committee on Taxation, 
appeared and presented in detail their 
views in opposition to the proposed bill. 
The closing day was devoted mainly to 
additional statements of the tax com- 
missioners which, however, were chiefly 
a repetition of their previous contentions 
and evolved nothing new. 

It is not possible, owing to limits of 
space, to digest all the views presented by 
the numerous speakers (they are con- 
tained in Hearings, Part II, covering 160 
printed pages, copy of which can be pro- 
cured from the clerk of the House Com- 
mittee on Banking and Currency), but the 
attitude of the Association was clearly 
brought out as opposed to any amendment 
of Section 5219, unless it be an extension 
of the principle of that Section to income 
taxation of the individual shareholder as 
suggested in the proposed amendment sub- 
mitted by the A. B. A. Committee. An 
abundance of convincing evidence was 
presented that the amendment of Section 
5219 as proposed by the McFadden bill 
was not needed by any of the states, 
would deprive the national banks of a pro- 
tective provision which they always have 
had and still need, and would even tend to 
undermine the continued existence of the 
national banking system, which is the 


_ foundation of the Federal reserve system. 


Chairman Oliver J. Sands, of Rich- 
mond, made an able opening presentation 
in which he demonstrated that Section 
5219 was just as necessary now as at any 
former time; that of the thirty-six cases 
brought before the Supreme Court under 
that ‘section, only ten were decided in 
favor of the banks, and it had never of- 
fered the banks a means of escape from 
taxation which was just and fair; that 
the section was sufficiently elastic to fit 
the needs of all the states, whether they 
had a property tax, an income system or 
a classified system, the latter by simply 
classifying bank shares and taxing them 
the same as other competing forms of in- 
vestment, as has been done in Pennsyl- 
vania ever since the Boyer decision; that 
the contention of the commissioners 
that the Richmond decision blocked pro- 
gressive tax legislation was not well 
founded because the Supreme Court had 
decided the same thing thirty-five years 
ago in the Boyer case; that the commis- 
sioners failed to thoroughly understand or 
grasp the cardinal principle that national 
banks, being Federal instrumentalities, are 
not subject to state taxation or regulation, 
but only the shares which are taxable by 
permission of Congress; that there is a 
continued necessity that the Federal gov- 
ernment preserve a_ unified system of 
banking, under Federal laws, which 
should not be jeopardized by turning over 
to the states the power to destroy the 
national banks by overtaxation of their 
shares, which might be accomplished by 
destruction of the states’ own chartered 
banks, as state banking may be authorized 
in many ways other than by incorporated 
state institutions; that the state banks 
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now have many privileges not enjoyed by 
national banks, which is evidenced by the 
large increase in state as compared with 
national bank capital and resources and 
the increasing disparity in numbers be- 
tween the two classes of banks, and this 
calls for the Federal government to come 
to the relief of the national banking sys- 
tem. He emphasized that it is for the 
good of the country that all the bank re- 
sources be centered in the Federal reserve 
system, yet notwithstanding every effort 
to get state banks in, only 1,595 state in- 
stitutions out of a total of 22,658 have 
joined the system. He submitted figures 
which showed that the national banks of 
the country for the year 1921 paid taxes 
of about 23 per cent. of the amount of 
their net earnings and about 3.07 per 
cent. upon capital, surplus and undivided 
profits, while the dividends paid share- 
holders were only 5.56 per cent. of capital, 
surplus and undivided profits. His con- 
tention was that Section 5219 meets all 
present needs and should not be altered 
in any respect for the reason that state 
laws can be made to conform; but that if 
a change was decided upon he approved 
the alternative form of income provision 
as drafted by the Special Committee. 
President Thomas B. McAdams pointed 
out that it was not the bankers who were 
seeking a change in the law, but the tax 
commissioners from a few of the states 
who were not satisfied with what has 
always been held to be the law, but desire 
to amend it to legalize their various forms 
of illegal taxation. He emphasized the 
point that any amendment creates the 
danger of undermining the national bank 
system and the Federal reserve system; 
that while eight years old, approximately 
only 1,600 out of 22,000 state banks have 
volunteered for admission so that the 
backbone of the Federal reserve system 
today is the national bank. He analyzed 
the advantages today of a national bank 
charter and showed that but for the mere 
name and the protective provision of Sec- 
tion 5219, nothing of advantage remains, 
and if this advantage is removed, the na- 
tional banks of necessity, because of the 
increased burdens that will be put upon 
them, will seek the more liberal state 
charters in order that they may make 
additional earnings to offset increases in 
taxation; he, therefore, sounded a warn- 
ing that Congress should be very careful 
in amending the law and subjecting all 
banks to unfair discrimination as a class. 
A. G. Divet, representing the Bankers 
Association of North Dakota, urged that 
Congress should not make a fundamental 
change in policy and enter upon an ex- 
periment by making the existence of the 
national banks depend upon the will of 
the states in which the banks operate. He 
pointed out by the actual experience in 
North Dakota—and which was just as 
likely to happen in many other states 
of the Great Middle West—that all banks 
both state and national had been unjustly 
discriminated against by the State Legis- 
lature, where the state set up a compet- 
ing system of banks of its own and tried 
to tax all banks out of existence. But for 
Section 5219, the protection of which had 
been invoked by the national banks, they 
would have been at the mercy of the local 
legislature. Mr. Divet made a thorough 
and exhaustive presentation of the tax 
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situation in North Dakota and his argu- 
ments were most convincing that Section 
5219 is still needed. A full copy should 
be procured by those who are especially 
interested in the subject. 

George Bryan, representing the Vir- 
ginia Bankers Association, gave an ex- 
tended history of Section 5219 and 
pointed out that it would be dangerous 
to amend that section without proper 
limitations safeguarding the national 
banks. 

Charles P. Blynn, Jr., representing the 
Pennsylvania Bankers Association and 
the Philadelphia Clearing House, objected 
to the McFadden bill because it would 
permit the levy of direct taxes on national 
banks in Pennsylvania, which Congress 
has never permitted heretofore, and also 
permit the levying of a tax upon the in- 
come in the hands of a shareholder, 
thereby making double taxation. It would 
also permit the classification of banks in 
a group where a higher rate of taxation 
might be permitted than levied against 
other moneyed capital. Pennsylvania now 
has a system of taxation with which they 
are satisfied, and the bankers do not want 
to sit idly by without protesting the bill, 
for the reason that within a few years 
the banks might be jeopardized the same 
as they had been in North Dakota. 

Charles L. Favinger, representing na- 
tional banks in Massachusetts, showed 
that while the people in his state were 
supposedly conservative, yet they were 
populistic now so far as taxation of na- 
tional banks is concerned. He emphasized 
the difference in taxation, since 1917, 
when an income tax was provided, be- 
tween that imposed upon national bank 
shares and that imposed upon investments 
in other moneyed capital—notes, bonds or 
investments of a private banker. Where 
the bank shareholder paid in 1917 $24.72 
upon his shares, the private banker or 
other investor of an equal amount of com- 
peting moneyed capital, paid only one- 
sixth of that amount. This was gross 
discrimination and the national banks have 
appealed to the courts under the protective 
provision of Section 5219 for relief. Un- 
der the McFadden bill this gross discrim- 
ination would be permitted. 

Chas. W. Dupuis, President of the Cin- 
cinnati Bankers Association, showed that 
in Ohio they still have the general prop- 
erty tax but there was a tendency now for 
national banks to leave the system and 
become state banks. . Section 5219 is one 
of the very few reasons why they stay 
in the system because the national banks 
feel now they are afforded some protec- 
tion by the Federal government. He said 
the national bank system cannot stand 
losing many more members, particularly 
of the size of those it has recently lost in 
Cleveland. 

A. E. Adams of Ohio, chairman of the 
Federal Legislative Committee of the 
American Bankers Association, expressed 
concern about the principle involved in 
the McFadden bill and the detrimental 
effect which the virtual repeal of Section 
5219 would have upon the national bank 
system. He expressed alarm over the 
proposed departure from the policy which 
has been proven sound with respect to 
national banks and thought the adoption 
of the amendment suggested would be lay- 
ing the foundation for trouble and the 


possible’ disintegration of the Federal re- 
serve system. 

T. K. Helm, representing the Kentucky 
Bankers Association, said he was in full 
sympathy with the necessity of amending 
Section 5219 so as to permit the taxation 
of incomes at the same rate as is applied 
on incomes of individual investors in those 
states where they have substituted an in- 
come tax for the other methods of taxa- 
tion. He presented a detailed history of 
the taxation of banks in Kentucky and 
cited instances to show how willing the 
taxing authorities have been to burden 
their state banks in order to burden the 
national banks, the two being the easiest 
and quickest means of securing revenue. 
He expressed opposition to the McFadden 
bill because it gives no basis of protection 
and comparison, if the national banks are 
left solely with the state banks, because 
the legislature has shown its willingness, 
where classification is possible, to classify 
state banks, leaving the title companies 
and owners of other moneyed capital out- 
side of that class. 

A. W. Fairchild, representing the Wis- 
consin Bankers Association, said that the 
state as well as the national banks in 
Wisconsin feel that Section 5219 in prin- 
ciple should be retained. He explained 
the tax system in Wisconsin, where there 
is an income tax and a personal property 
tax, and objected to the McFadden bill be- 
cause it changes the entire principle of 
the taxation of bank shares. He said it 
was a dangerous principle to establish 
that a national bank can be taxed directly 
upon its income and urged that Congress 
should retain the principle of taxing the 
shares of stock of a bank. If any change 
was needed he recommended the sugges- 
tion presented by the Special Committee. 
He reiterated the danger of merely clas- 
sifying the two classes of banks. The 
state could set the banks up as one class 
and tax the shares or their income as they 
saw fit should the McFadden bill be 
adopted. The state bank is just as much 
concerned with this proposal as the na- 
tional bank because the state bank in- 
directly gets the benefit of Section 5219 
in that the taxation of state banks will 
conform with the taxation of the na- 
tional banks. 

R. L. Foot, representing the Illinois 
Bankers Association, said that the situa- 
tion in Illinois was identical with Ohio. 
The Illinois banks, he thought, paid taxes 
higher than banks in any other state. He 
described the Illinois system of taxation 
and opposed the McFadden bill. 

Ernest J. Perry, of Wisconsin, Chair- 
man of the Committee on State Taxation 
of the American Bankers Association, 
said that the banks in Wisconsin had been 
making an effort to get in under the In- 
come Tax Law of that state. He ex- 
pressed opposition to the McFadden bill 
but favored the amendment to Section 
5219 suggested by the Special Committee 
of the American Bankers Association 
which would permit of taxation of bank 
shareholders upon their income. 

Lloyd R. Freeman, representing the 
New Jersey Bankers Association, de- 
scribed the New Jersey law as perfectly 
satisfactory but he saw in the proposed 
McFadden bill a grave danger to the 
national bank system. 

J. F. Webber, of the Iowa Bankers As- 
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sociation, .representing a state that has 
classified taxation, said that his Associa- 
tion felt that Section 5219 had better be 
left alone, and that the subject could be 
handled very satisfactorily under that sec- 
tion, in Iowa, without amendment. 

J. E. Garm, President of the Missouri 
Bankers Association, stated they had the 
general property tax the same as in Ohio 
and they disapproved of the McFadden 
bill, which made a separate classification 
of banks for taxation purposes. It would 
encourage the idea of separating banks as 
a particular class of property upon which 
to levy assessments. 

Edward E. Blodgett, of Boston, ap- 
peared as a stockholder of a national bank 
and contended that after suit had been 
brought under Section 5219 to prevent the 
gross discrimination against national bank 


‘shares as compared with private bankers 


and other moneyed capital, which suit 
was brought long before the Richmond 
decision, it would be unfair to adopt the 
validating clause of the McFadden bill. 
He presented the facts showing how na- 
tional bank shareholders are very mate- 
rially discriminated against in Massachu- 
setts as compared with private bankers 
and with other -competing forms of 
moneyed capital. 

Orville A. Park, representing the 
Georgia Bankers Association, urged that 
the McFadden bill would remove a neces- 
sary safeguard for national banks, if they 
were placed on the same basis of state 
banks, even in a state like Georgia where 
they have the general property tax. The 
banks relied upon that section and, while 
willing to pay a fair share of taxes and 
submit to certain inequalities, whenever 
discrimination got beyond a certain point 
they stood ready to invoke the protection 
of Section 5219, and this attitude had the 
necessary weight with the tax commis- 
sioners. 

E. Warren Wall, who represented the 
Merchants National Bank of Richmond 
when the suit was originally brought, de- 
scribed the conditions underlying that suit. 

The foregoing is, of course, a mere 
skeleton outline of the arguments and 
reasons presented by the bankers to the 
House Committee in support of their op- 
position and does not do justice to the 
many able arguments presented. Its pur- 
pose is merely to give our members a 
general idea of the opposition which was 
made to the amendment proposed by H. 
R. 9579, and make reference to the printed 
record of the proceedings where such 
arguments appear in full. 


The New York Decision 


Among the chief proponents of the 
McFadden bill were the commissioners 
from the state of New York, who pointed 
to the fact that a suit was pending, based, 
as they said, upon the Supreme Court deci- 
sion in the Richmond case, to invalidate 
national bank taxation in the state of 
New York for the years 1920 and 1921, 
this being the reason why they urged the 
necessity of the McFadden amendment to 
Section 5219. Subsequent to the hearings 
before the House Committee, the New 
York Supreme Court, Special Term, Part 
IV, on February 11 handed down a deci- 
sion denying the contention of the banks 
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and supporting the tax commissioners. 
The Chairman of the House Committee 
requested the views of the General 
Counsel of the A. B. A. on the bearing 
which the decision of the New York 
Supreme Court dismissing the test suit 
brought by the Hanover National Bank 
against the Tax Department might have 
on the proposed amendment of Section 
5219, U. S. Revised Statutes. This was 
complied with in a letter, under date of 
February 16, the substantial part of which 
is as follows: 


“The decision in the Hanover National Bank 
case is to the effect that under the New York 
system of taxation ‘other moneyed capital in the 
hands of individual citizens’ does not escape 
taxation, but is taxed by different methods, 
and no substantial discrimination against na- 
tional banks is shown, differing from the Vir- 
ginia and North Dakota cases, where there was 
obvious discrimination ‘upon the face of the 
taxing law.’ The court points out that the 
state of New York ‘has adopted a very com- 

rehensive system of taxation,’ and quotes the 

nited States Supreme Court as holding that 
the state is not obliged to employ the same 
system of taxation for national banks as for 
other moneyed capital ‘provided no injustice, 
inequality or unfriendly discrimination is in- 
flicted upon them.’ 

“The above decision is by a very able judge 
and it er indicates that there is nothing 
the matter with Section 5219 as it now stands, 
and no need for its amendment, for if New 
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York with its up-to-date and comprehensive 
system of property and income taxation can 
thrive under Section 5219, certainly other 
states can do so. The chief call for the amend- 
ment of Section 5219, as I understand, has 
come from New York, because of a fear that 
the present system of taxation would be held 
discriminatory against the national banks. The 
decision of the New York Supreme Court 
dispels this fear and demonstrates that Section 
5219 is not violated. If Minnesota and a 
few other states have like fears, the fault is 
with their tax systems and not with Section 
5219, which is eminently fair, and Congress 
should not be called upon to pattern and 
remodel Section 5219 which has so long stood 
as a wise protection of national banks against 
unfriendly discrimination to meet the vagaries 
of each peculiar system. 

“In the light of this New York decision, it 
certainly would seem unwise to now amend 
Section 5219, with all its possible disastrous 
consequences to national banks in the various 
states and the Federal reserve system, as 
testified to at the recent hearing, based on 
the mere fear of certain tax commissioners that 
the Richmond decision may invalidate national 
bank taxation in a few states. Judge Davis 
has held that such fear is groundless, so far 
as New York is concerned, and it would prob- 
ably prove groundless in other states if, in 
any suit alleging discrimination, the tax officials 
should properly present their case with a 
showing of facts to prove that there was no 
actual discrimination in favor of other com- 
peting moneyed capital. Judge Leser and other 
tax commissioners, it will be recalled, re- 
aren stated that the case of the city of 

ichmond was not properly presented and that 
the decision would probably have been different 
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had facts been presented to counteract the 
allegation of discrimination. 

“T think, therefore, the call for amendment 
of Section 5219 is based more upon fear than 
upon reality, and that no sufficient ground 
exists at the present time for the amendment 
of that section.” 


The Present Situation 


In the above an attempt has been made 
to present to members generally an out 
line of the movement inaugurated by the 
Tax Commissioners of some of the 
states to procure an amendment of Sec 
tion 5219 of the U. S. Revised Statutes 
and the steps taken in behalf of bankers 
to preserve the principle of that section. 

It is pleasing to note that on March 1 
the House Committee on Banking and 
Currency met to consider action on H. R. 
9579, and after discussion decided to take 
no action on the bill, there being deemed 
no necessity at the present time for a 
change in the law relative to the taxa- 
tion of national bank shares. While some 
of the members of the committee ex- 
pressed the opinion that the bill might 
come up at a later date, the immediate 
decision was to lay it on the table and 
take no action. 


Retention of Money Paid by Bank by Mistake 


“Nor do we think a man may ap- 
propriate property which he knows not 
to be his, on the advice of any one.” 

Bird v. State, 235 S. W. (Tex. Crim. 
App.) 891. 


BECAUSE of the similarity of names - 


the Farmers’ State Bank of Vernon, 
Texas, entered a credit of $1,525 to the 
account of J. F. Byrd instead of to the 
account of J. T. Byrd. Later, on April 
30, 1921, J. F. Byrd obtained a statement 
showing the’credit item of $1,525. On 
the same day he went to the neighboring 
town of Chillicothe and deposited a 
demand draft on the Farmers’ State Bank 
for “my balance.” May 1 this draft 
was honored for $1,764.60 and on May 
3 this amount was credited to his ac- 
count. May 4 he drew on the Chilli- 
cothe bank a check for $500. The next 
day he drew out the balance in two 
checks. May 24 the Vernon bank discov- 
ered its error and attempted to have J. 
F. Byrd make good, which he refused to 
do, although he acknowledged that he 
received more money than was coming 
to him. Among other things he told the 
officers of the bank “that he had not 
signed up anything down there.” 

On the trial Byrd made a similar ad- 
mission of receiving more than was due 
him, but testified that he was holding it 
for the rightful owner, and would pay 
it to him on proof of ownership. 

The rule of law laid down in the crim- 
inal prosecution of Byrd was that if he 
“came into possession of said money, or 
any part thereof by mistake, and know- 
ing the same not to be his, he then 
formed the fraudulent intent to appro- 


priate same, and did so appropriate it 
without the consent of the owner, he 
would be guilty of theft.” 

In connection with the defense that 
Byrd acted on advice of counsel the court 


said: 


Convention Calendar 


ASSOCIATION PLACE 
Central States 
Milwaukee, Wis. 
Arkansas.... Hot Springs 
Louisiana 
Baton Rouge 
21-22 Gainesville 
April 26-27-28 No. Carolina....Pinehurst 
April 27-28 Tennessee ....Knoxville 
May 4-5 Arkansas 
May 8-12 Exec. Council, A. B. A. 
White Sulphur Springs, 
W. Va. 


DATE 
Mar. 22-23 


13-14 
19-20 


April 
April 


April 


9-10 Mississippi ......Jackson 
10-11-12 National Foreign Trade 

Council 
Philadelphia, Pa. 


U. S. Chamber of Com- 


May 
May 


May 15-20 
Washington, D. C. 
16-17 Missouri 
Excelsior Springs 
16-17-18 Maryland 
Atlantic City, N. J. 
17-18-19 Texas.......Fort Worth 
18-19 Kansas .....,...Wichita 


May 
May 


May 
May 


DaTE ASSOCIATION PLACE 
May 18-19-20 Alabama ...Montgomery 
May 22-23 Reserve City 


Kansas City 
May 23-24 Oklahoma 
Oklahoma City 
May 24-25-26 Georgia .........Atlanta 
May 24-25-26 Pennsylvania... Pittsburgh 
May 24-27 California Del Monte 
May New Jersey..Atlantic City 
June 5-6-7 Iowa .........Davenport 
June 6-7 Hayden Lake 
Cceur d’Alene, Idaho 
June 7-8 South Dakota...Aberdeen 
June 9-10 Washington ....Spokane 
June 15-16 North Dakota.....Minot 
June 16-17. Utah.....Salt Lake City 
June 16-17 
June 20-21 


Virginia 
St. Paul 
June 22-23 


Minnesota 
Illinois 
July 17-20 American 


Banking 


Institute of 


Portland, Ore. 

Indiana .....Indianapolis 
New Mexico..Las Vegas 
American Bankers Asso. 
New York City 


Sept. 13-14 
Sept. 22-23 
Oct. 2-6 


Girts CaAusA Mortis—MINNESOTA 


A deposit in a bank of certain securi- 
ties, together with an assignment to his 
brother, made by a young man at about 
the time of his enlistment into the army, 
with directions to deliver the same, in 
the event of his death, to his brother, does 
not constitute a gift causa mortis (in 
contemplation of death). A vague and 
general fear that death may occur from 
some uncertain cause in the future is not 
sufficient. 

Gifts causa mortis go into immediate 
and absolute effect, conditioned on the 
death of the donor and subject to revo- 
cation. Stradcutter v. Stradcutter, 185 
N. W. 1016. 


Notes Mape sy AN INFANT—NEBRASKA 


One Smith, whose age was between 
19 and 20 years, of mature appearance, 
and representing that he then was and for 
some time had been engaged in business 
for himself, purchased of E. C. Klinck a 


tractor to be used in his (Smith’s) farm- 
ing business. 

In the course of negotiations, Klinck 
asked Smith how old he was, and if he 
was old enough to do business for him- 
self. Smith replied that he was of suf- 
ficient age to do business for himself, 
and had been doing business for himself 
for quite a while, which statements as to 
his age were false and fraudulent. Klinck, 
relying on such statements as being true, 
and believing them to be true, sold the 
tractor to Smith and took his notes for 
the purchase price. 

Held, that Smith could not defeat re- 
covery on the notes because of his in- 
fancy. He was estopped by his fraudu- 
lent representations. Klinck v. Reeder 


and others, 185 N. W. 1000. 


Trust 
New York 


A trust deed was made by one Henry 
Morgan to his intended wife, Penelope 
O. White, as a marriage settlement. This 
action was brought to determine the dis- 
position of the trust fund on the death 
of the wife, who died in 1918, having 
survived her husband, who died intestate 
in 1891, 

The trust deed provided: “upon the 
death of the said Penelope Overton 
White, the said intended wife, upon which 
event it is hereby declared the said trust 
shall terminate, to transfer and deliver 
over the capital of the said trust fund 
to the said Henry Morgan, if he be then 
living, and if the said Henry Morgan be 
then dead, then to his personal representa- 
tives or to whomsoever may be entitled 
under his last will and testament to re- 
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ceive the same as part of his estate, it 
being hereby expressly declared and 
agreed that the whole residuary interest 
in said trust fund by payment over of 
the net income to the said Penelope Over- 
ton White during her life as aforesaid 
is reserved to and shall belong to the 
said Henry Morgan as his property.” 

In 1884, Henry Morgan made an as- 
signment for the benefit of his creditors, 
to Wm. P. Dixon, who had never been 
discharged and was still acting as such 
trustee. 

Held, that Henry Morgan retained the 
entire residuary interest in the trust 
fund and that it passed as intestate prop- 
erty, one-third to his widow and the re- 
maining two-thirds to his next of kin 
to be distributed among them, and that 
Wm. P. Dixon, as assignee, had no in- 
terest in the fund, as any rights that 
passed to him are deemed to have ex- 
pired in twenty-five years under the 
provisions of section 10 of the Real Prop- 
erty Law. The executrices of Penelope 
O. Morgan were entitled to receive one- 
third of the trust fund. Street, as Sur- 
viving Trustee, etc., v. Post and others, 
232 N. Y. Rep. 69. 


BANk’s RIGHT TO APPROPRIATE DEPOSIT 
to Past Due Note—Iowa 


Pursuant to a decree of foreclosure 
of a chattel mortgage in favor of the 
plaintiff and against the Bulletin Pub- 
lishing Co., the marshal levied on the 
publishing plant and placed it in charge 
of one Parks as custodian. Parks kept 
the business of the concern going and 
collected certain accounts due and owing 
the publishing company, and deposited 
the money to the general account of the 
publishing company in the American 
Trust and Savings Bank. 

This bank account was an open ac- 
count at the time Parks became cus- 
todian, and no change in its form was 
made at the time of the deposits made by 
Parks to the credit of the original de- 
positor. The publishing company was 
owing the bank upon a past due note, 
the amount of which was charged by the 
bank to this account. Parks notified the 
bank that the funds in question be- 
longed to him as custodian, and de- 
manded possession of the same. His 
demand being refused, he obtained a 
citation upon the bank to appear and 
show cause why it should not surrender 
the funds to Parks. 

Held, that Parks as custodian, or the 
marshal under whom he purported to 
act, or Wilson the judgment plaintiff, 
had no lien or interest in the funds in 
question which was superior to the right 
of the bank to charge against this ac- 
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count the amount of the past due note. 
Parks v. American Trust and Savings 
Bank, 185 N. W. 893. 


oF ExCHANGE PAYABLE AT FUTURE 
Time Cannot Be AccEPTED BY STATE 
BANK—KANSAS 


A bank organized under the laws of 
the state of Kansas has no authority to 
accept a bill of exchange payable at a 
future date, and if the cashier of a bank 
makes such an acceptance, the bank can- 
not be held liable thereon, where it does 
not receive any consideration therefor 
and does not realize anything out of the 
transaction. Ingersoll and others v. 
Kansas State Bank, 202 P. 837. 


Dreecrors oF NATIONAL BANKs—LIMI- 
TATION OF RECEIVER’S ACTION FOR LOSSES 
—UNnItTED STATES 


A receiver of a national bank brought 
a bill to recover from former directors 
for losses sustained by it because of 
dividends paid out of capital and im- 
proper loans and investments made by the 
defendants. The bill disclosed that six 
of the directors left office more than six 
years before the date of the beginning 
of this suit. The bill was dismissed by 
the District Court as against these six 
on the ground that the statute of limita- 
— of the state of Rhode Island was a 

ar. 

The improper loans and investments 
had been entered upon the books of the 
bank at their face value and it was urged 
by the receiver that such entries con- 
stituted continuing misrepresentations of 
their value and that the statute of limita- 
tions did not therefore begin to run until 
their worthlessness was discovered—rely- 
ing upon a state statute to the effect that 
where a party by misrepresentation fraud- 
ulently conceals the existence of a cause 
of action, the statute of limitations shall 
not begin to run until the existence of the 
cause of action is discovered. 

Held, that the book entries could only 
be regarded as representations of the 
value of the loans and investments at the 
time the entries were made. Moreover, 
the bank was chargeable with knowledge 
of what appeared on its books and they 
disclosed the parties to whom the loans 
were made and the specific character of 
the assets. The books were open to in- 
spection by stockholders and succeeding 
directors, and in view of the well-known 
fact that the value of business paper and 
securities is variable, it was their duty to 
investigate and not to rely upon the orig- 
inal entries. Accordingly, the statute of 
limitations barred the action. Curtis v. 
Connly, 42, Sup. Ct. Rep. 100. 
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LIABILITY FOR MISDELIVERY OF Bonp— 
New York 


A firm of stock exchange brokers 
bought from another firm a bond of the 
Oregon Short Line Railroad. By mis- 
take a bond of the Oregon & California 
Railroad was sent to the buyers instead 
of the Oregon Short Line bond. It was 
delivered by one of the sellers’ mes- 
sengers, who dropped it in a slot under 
the buyers’ delivery window, the delivery 
window being closed. Immediately there- 
after, the buyers’ clerk, who was behind 
the delivery window, finding that the 
wrong bond had been delivered, opened 
the delivery window and gave the bond 
to a boy outside of the window, together 
with the statement enclosed therewith, 
with instructions to correct the error. 
The boy took the bond and disappeared. 
He was not the sellers’ messenger and the 
bond was never thereafter found. The 
sellers brought suit against the buyers 
for the value of the bond, alleging that 
the misdelivery constituted conversion. 

Held, that the plaintiffs were entitled 
to recover. When the bond was deliv- 
ered to the buyers they became invol- 
untary bailees, and as long as any lack 
of volition continued, they were not un- 
der the slightest duty to care for it or 
guard it. When, however, they assumed 
to return the bond, they exercised do- 
minion over it and became as responsible 
as if they were voluntary bailees. They 
were therefore bound to make delivery to 
the true owner and were liable for the 
misdelivery. Cowen v. Pressbrich, N. Y. 


Sup. Ct., App. Term, N. Y. L. J., Jan. 30, 
1922. 


Bank Directors’ Notes FoR OVERDUE 
PapER—WEsST VIRGINIA 


Directors of a bank, who were re- 
sponsible for the purchase or discount by 
the bank of notes which were past due 
and uncollected, entered into an arrange- 
ment with the bank whereby their notes 
were given for the amount of the past 
due notes and the past due notes were as- 
signed to them, the proceeds to be applied 
to the reduction of the directors’ notes. 
In a subsequent suit by the bank against 
one of the directors upon his note, it was 
claimed on behalf of the defendant 
director that the note lacked considera- 
tion, and that the assignment was invalid 
for want of authorization by the Board 
of Directors. 

Held, that the assignment was valid 
and constituted a valuable consideration 
for the notes of the directors. The valid- 
ity of the assignment to the directors, 
made in good faith, did not depend upon 
whether or not any minutes of the meet- 
ing of the directors at which such action 
or transaction took place, was kept. If 
the directors were present and acted, their 
action was as valid and binding without 
a minute as if one was kept, for the fact 
of their action might be proved by any 
other competent evidence. Such an as- 
signment of a part of the paper of a bank 
pursuant to such action of the directors, 
should be regarded as an assignment in 
due course and binding on the corpora- 
tion, and constituted a valuable and suf- 
ficient consideration for the individual 
notes of the directors. First Natl. Bank 


of West Union v. Freeman, 109 S. E. 
726. 


DraFrt witH BiLt or LapiInc—OwNER- 
SHIP OF Goops—GEORGIA 


The defendant had bought a number 
of carloads of grain from a firm in 
Texas. For the purchase price of the 
last two carloads, the seller had drawn 
drafts, payable to the plaintiff bank, to 
which were attached the bills of lading 
in negotiable form, and had sold the 
drafts to the plaintiff bank. When the 
grain arrived at its destination it was re- 
jected because of poor condition, and, on 
request of the seller, the bank released 
the bills of lading so that the grain 
might be stored in order to prevent fur- 
ther deterioration. In the meantime it 
was arranged between the seller and the 
buyer, without approval of the bank, that 
the grain might be sold by the buyer and 
the proceeds applied to indemnify the 
buyer for damages on previous shipments, 
and it was accordingly sold. Upon learn- 
ing of the sale, the bank brought suit 
against the buyers for conversion of the 
grain. 

Held, that the bank, as owner of the 
drafts with bills of lading attached, was 
the holder of the legal title to the grain 
and could maintain a suit for the con- 
version of the grain by sale without its 
authority. The court laid down the fol- 
lowing rule: 

“Where a purchaser orders from a 
seller grain which is consigned by the 
seller to itself, with a memorandum on 
the bill of lading to notify the purchaser, 
and contemporaneously the seller draws a 
draft on the purchaser for the price of 


. the grain, payable to a bank, to which is 


attached the bill of lading, indorsed by 
the seller, or in blank, and deposits with 
the bank the draft with bill of lading at- 
tached, and the amount of the deposit is 
credited to the depositor’s general ac- 
count, the bank becomes the purchaser 
of the draft with bill of lading attached, 
and the owner of the grain represented 
thereby.” Southern Flour & Grain Co. 
v. Central Texas Exchange Natl. Bank, 
109 S. E. 685. 


Usury—Nore IncLupinc ComMMISsION— 
KANSAS 


The plaintiffs sued on a promissory 
note for $5,000. Defendant answered that 
the note was without consideration and 
was given for usury exacted in a loan of 
$25,000 evidenced by a note for that sum 
bearing 10 per cent. interest, and that the 
principal and interest had been fully paid. 
On the trial, plaintiffs admitted that the 
note was a renewal of a $3,500 note taken 
in connection with and as part of the 
$25,000 loan transaction and that the 
amount of the note was increased to 
$5,000 to recover $1,500 commission for 
making the $25,000 loan. 

Held, plaintiffs’ admission that the note 
in suit was given in renewal of the one 
taken in connection with and as part of 
the original loan transaction, prevents a 
recovery because that transaction was 
evidenced by a note alreatly loaded with 
all the law permitted it to carry, and any 
other note given with and as part of the 
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same transaction was necessarily usurious. 
Woods v. Curry, 202 P. 86. 


CABLE TRANSFER OF MoNEY—NeEw York 


The plaintiff purchased from defend- 
ant, the Irving National Bank, a cable 
transfer of 7,000 marks for $297.50, plus 
$7.50 cable expenses, total $305 in favor 
of one Safian at Makow, Poland. The 
cable or telegraph company made a mis- 
take in the address and the money was 
never delivered to the payee. This action 
was brought for the return of $395. 

The bank claimed that the plaintiff 
could not recover at all, or at most 
should be entitled only to the value of the 
7,000 marks in American money on the 
date of the institution of this suit, and 
relied on certain clauses in the contract 
between the parties, one of which read: 
“In making cable transfers it is under- 
stood that no liability shall attach to us 
nor our correspondents for any loss or 
damage in consequence of any delay or 
mistake in transmitting the message or 
for any cause beyond our control,” and 
the other: “lf payment. for any reason 
cannot be effected, the bank will not be 
liable for any sum in excess of the cur- 
rent market value in New York at the 
time the refund is made.” 

Held, that on the purchase of a cable 
transfer, the seller engages that he has 
the balance at the point on which the pay- 
ment is ordered and that on receipt of 
the cable directing the transfer, his cor- 
respondent at such point will make pay- 
ment to the beneficiary described in the 
cable. If payment is not made, the buyer 
may rescind the contract and recover back 
the purchase price. The first clause 
quoted above was held inapplicable to a 
claim for the return of the purchase price. 
The second was held inapplicable since 
the cause of non-payment was mistake or 
negligence of the bank or its agents, not 
inability to make payment. Safian v. 
ee National Bank, 190 N. Y. Supp. 


Set oFF oF Deposir AGAInst NotTes— 
ARKANSAS 


At the time a bank went into a re- 
ceiver’s hands, it held a note of a depositor 
which was also piqued by another as 
surety. The bank also held other notes 
of the depositor which apparently were 
not secured. The depositor directed the 
receiver to apply his deposit to the pay- 
ment of the note signed by the surety. 
The receiver, ignoring his instructions, 
applied the deposit toward payment of 
the other notes and brought suit against 
the depositor and his surety upon the note 
in question. 

Held, that the relation between a bank 
and a general depositor being that of 
debtor and creditor, a depositor, when 
the bank becomes insolvent, may set off 
the amount of his deposit against indebt- 
edness due the bank. The depositor had 
the right to instruct the receiver to ap- 
propriate his deposit to the secured note. 
The receiver could not refuse to make 
the appropriation as directed. He was 
not permitted, therefore, to recover either 
against the depositor or his surety. 
Hughes v. Garrett, 234 S. W. 265. 
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PAYMENT OF CHECK ON UNAUTHORIZED 
INDORSEMENT—NorTH CAROLINA 


One Byerly, being indebted to plaintiff 
for a loan of $1,000, induced him to make 
a new loan of $3,000, giving as security 
a trust deed, of lands belonging to his 
sister, to which the sister’s name was 
forged. The plaintiff gave Byerly his 
check to the sister’s order, and the de- 
fendant bank, with which Byerly had been 
carrying an account in his sister’s name, 
paid the check upon Byerly’s indorsement 
as attorney for his sister. Included in 
the bank’s payment was a check to plain- 
tiff for the amount of the original loan. 

Held, that the bank was liable to the 
plaintiff for payment of the check upon 
the unauthorized indorsement, but was en- 
titled to deduct its payment to plaintiff 
on Byerly’s check for the original loan. 
The bank contended that plaintiff was 
negligent in making the second loan upon 
the security of the forged deed, and at- 
tempted to escape liability upon the prin- 
ciple that a bank is not responsible for 
payment on a forged indorsement where 
payment is attributable to the negligence 
of the depositor. The court, conceding 
the principle, held that it was inapplicable, 
since the indorsement of the check was 
not forged, but merely unauthorized and 
the bank in making payment was not mis- 
led by any negligence of the plaintiff in 
accepting the forged deed. McKaughan 
Bank & Trust Co., 109 S. 


INCOME Tax 


By the will of Anthony N. Brady, de- 
ceased, he divided his estate into six 
equal parts, and devised one-sixth of his 
estate in trust to his executors, who were 
thereby made trustees. The trustees were 
directed to apply so much of the income 
and profits from such one-sixth as in 
their discretion they thought necessary for 
the support and maintenance of decedent’s 
granddaughter, daughter of the plaintiff, 
and to divide the remainder of the in- 
come of such one-sixth, not necessary for 
the support of the granddaughter, into 
two parts, one to be paid to plaintiff 
during his life, but not longer than the 
infancy of his daughter. 

During the tax years of 1913, 1914 
and 1915, the plaintiff received certain 
sums of money under the provisions of 
the Brady will, upon which he has been 
required to pay, as normal tax, additional 
tax, and penalties, the sum of $21,602.16. 
He paid this under protest and brought 
suit to recover the amount of taxes, con- 
tending that the moneys received by him 
were not income. 

Held, that, under the Income Tax Law 
of 1913, the sums received by the plain- 
tiff, through income of the estate, were 
not income as to him, but were capital 
bequests, by reason of the fact that he 
had no interest and never could have 
any interest in the capital of the trust 
fund. The court intimated, however, that 
under the law of 1916, a tax upon the in- 
come of the estate would be payable by 
the trustees. Savit v. Irwin, 275 Fed. 
643. 


Note ExcHANGED FoR ANOTHER— 
MASSACHUSETTS 


This action was on a note dated De- 
cember 15, 1917, at which time plaintiff’s 
brother was treasurer, manager and prin- 
cipal stockholder of the defendant, the 
Peoples Express, Inc. Plaintiff, in ex- 
change for the note, gave his own note, 
payable to a bank at which defendant 
discounted it. Plaintiff subsequently paid 
the note by renewals and cash payments 
from time to time. Plaintiff’s brother 
sold his interest in the corporation, and 
on plaintiff’s behalf undertook to procure 
payment of the note sued on, and to ob- 
tain payment accepted instruments pur- 
porting to transfer to plaintiff an auto- 
mobile truck and a building on leased 
land, but plaintiff refused to accept such 
instruments as payment. 

Held, that the note given to the bank 
was not an accommodation note or a mere 
loan of credit. The situation was the 
same as if the plaintiff had loaned cash 
to the defendant, and the loan was a valid 
and sufficient consideration for the note 
in suit. 

The tender to and acceptance by the 
plaintiff’s brother of the two instruments 
purporting to convey title to the motor 
truck and garage to plaintiff could not 
properly have been ruled to be a payment 
of the note. As soon as he learned of the 
transaction he promptly repudiated it. 
Although the plaintiff’s brother was his 
agent to collect the note it was his duty 
to make the collection in cash, and he 
never was authorized to accept anything 
else in payment. He was a special agent 
with limited authority and could bind the 
plaintiff only while he acted within the 
scope of the power delegated to him. It 


‘is well settled that a person dealing with 


a special agent is bound to inquire and 
ascertain the extent of his authority. 
ao v. Peoples Express, Inc., 132 N. E. 
670. 


Notes—OraAL AGREEMENT AS TO Pay- 
MENT—NEBRASKA 


The president of a bank has no author- 
ity, springing from his official position, to 
make an agreement that the liability of 
a party on commercial paper payable to 
the bank shall never be enforced. 

When a written contract has been un- 
conditionally delivered in the sense that 
it is intended to take effect as a legal 
obligation, a contemporaneous oral agree- 
ment, providing that the contract is not 
to be performed if a certain condition or 
contingency occurs, cannot be shown, as 
such testimony would have the effect of 
adding to, varying, or contradicting the 
expressed terms contained in the writing. 

Where the defendant signed and de- 
livered a note to a bank, making it pay- 
able to the bank, and received the face 
value of the note in money, held, in an 
action to recover on the note by the bank, 
that the defendant could not show a con- 
temporaneous oral agreement between 
himself, the bank, and a third party, that 
the defendant was not to be held respon- 
sible upon the note, and that the third 
party was to pay it. Security Savings 
Bank v. Rhodes, 185 N. W. 421. 
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Lire INSURANCE—MISSISSIPPI 


Where a life insurance policy provides 
that the insured shall share in the profits 
of the company, to be ascertained an- 
nually, and that at the end of the second 
insurance year, and on each anniversary 
thereafter, such dividend as shall have 
been apportioned by the company to the 
policy, will, at the option of the insured, 
be applied toward the payment of pre- 
miums, and where the application, which is 
made a part of the contract of insurance, 
contains express directions that all divi- 
dends shall be applied toward the pay- 
ment of premiums, after the end of the 
second insurance year, the company can- 
not declare the policy forfeited for non- 
payment of premiums until it has given 
notice to the insured of the amount of 
the dividend apportioned to the policy. 
Owen v. New York Life Ins. Co., Sup. 
Ct. of Miss. 89 S. 770. 


STOCKBROKERS—WRONGFUL REPLEDGE OF 
SECURITIES—NEW YorkK 


The plaintiff deposited with defendants, 
stockbrokers, certain shares of stock as 
security for a margin account. Defen- 
dants repledged all of the stock for an 
amount largely in excess of plaintiff’s in- 
debtedness; the stock was sold by the 
pledgees and defendants went into bank- 
ruptcy. 

Held, that the conversion of the stock 
by the unauthorized repledge was a wil- 
ful and malicious injury to property which 
survived the discharge in bankruptcy. 
Heaphy v. Kerr and others, N. Y. Ct. 
of App. 232 N. Y. Mem. 32. 


CHECK—INSUFFICIENT FuNDS—FLOoRIDA 


An indictment charging the accused 
with issuing a check upon a bank with- 
out having sufficient funds on deposit in 
such bank to pay the check, and having 
failed, within the time allowed after re- 
ceipt of written notice of non-payment of 
such check, to make restitution by re- 
turning the property received therefor, 
which contains no allegation that the title 
or possession of the property given for 
the check was transferred upon the faith 
of the payment of the check, is fatally 
defective, and a motion to quash such 
indictment should be granted. Randall 
v. State, 89 Fla. 875. 


ATTACHMENT BY CREDITOR OF DEPOSIT OF 
BENEFICIARY OF War INSURANCE 


Under the War Risk Insurance Act, 
funds which have been actually paid over 
by the United States government to the 
beneficiary of an insurance policy, even 
though deposited in bank, are not subject 
to the debts of such beneficiary or to 
garnishment by a creditor of the bene- 
ficiary after such payment. The purpose 
of the act is not merely to protect an 
allotment made under the act while in 
the hands of the government or its 
agencies, but also to preserve the allot- 
ment itself from legal process against 
the beneficiary, except as against the 
claims of the government itself. Payne 
v. Jordan, 110 S. E. 4, 


TR 
I 


Mid-Winter Conference and Banquet 


Representatives of trust companies in 
practically all important cities in the 
Midwest, the South and the East partici- 
pated in the third mid-winter conference 
of the Trust Companies of the United 
States, held in the Waldorf-Astoria on 
February 16th. Practically all phases of 
trust company business were discussed. 
The exchange of methods, judgments 
and experiences brought out by a sched- 
ule of questions produced a conference 
of sustained interest and of great prac- 
tical value to the trust companies. 


The Making of Wills 


One of the first questions submitted 
was “What methods have been, or are, 
most successful in arousing the interest 
of the public in the advantages of (1) 
making a will; (2) naming a trust com- 
pany as executors and trustees; (3) using 
services of a trust company for safe- 
keeping of securities?” 

A member from Chicago made the 
question broader by asking what could 
be done in advertising copy to bring the 
prospect to the point where he would be 


willing to make a will rather than bring. 


him simply to the point of inquiry. 

This question was answered quite thor- 
oughly by one member, who said it had 
been his experience that advertising 
aroused interest, but that the prospect was 
seldom brought to the point of actually 
closing unless there was a follow-up in 
the form of personal solicitation. A spe- 
cial form asking all of the questions 
which an attorney would ask a man who 
was drawing up his will was satisfactorily 
used by one concern when inquiries were 
received as the result of advertising, and 
a letter which accompanied the form 
suggested that it be filled out and then 
forwarded to the prospect’s attorney. 
This carried the interest of the prospect 
further, but the experience was, in the 
majority of instances, that in order to 
close, personal solicitation had to continue. 

The filling of the form was found to 
have carried the prospect three-quarters 
of the way toward the final making of 
his will, but the personal touch was 
necessary to carry it through. 


Educational Advertising 


A plan of educational advertising was 
explained by one member, the plan show- 
ing in plain English just what the services 
of a modern trust company were. This 
series of advertisements explained in a 
simple way just how a trust company 
could serve the public and at the same 
time relieve the public of prejudice and 
misunderstanding formerly existing. As 


a result of this campaign it was found 
that many customers were absolutely 
unaware of some of the services it was 
possible for a trust company to perform, 
and resulted in a material gain in busi- 
ness. 


Will-A-Month Club 


In touching upon the question of a per- 
sonal solicitation of wills, J. Arthur 
House, President of the Trust Company 
Division of the American Bankers Asso- 
ciation, and President of the Guardian 
Savings and Trust Company of Cleve- 
land, said: “We have formed what we 
call a ‘will-a-month club’ in our institu- 
tion. The members have pledged them- 
selves to get one will every month. The 
only way that it is possible is by personal 
solicitation. We haven’t all measured up 
to it yet; we have come pretty close to 
one will a month through the personal 
solicitation of our officers and our em- 
ployees. 

“I think there is a_good deal in what 
the gentleman from Philadelphia says in 
respect to the delicacy of the situation 
in soliciting, but at the same time it 
can be done and it can be done success- 


fully, and in most instances we have, 


found that the people are grateful to us 
for bringing the will to their attention, 
a thing which we could say that 50 or 
60 per cent. of the people that come into 
contact with us in our bank give very 
little thought to. They were going to 
do it sometime, but I think we have to 
get away from the idea that it is unethi- 
cal or that it is something which should 
not be done, and I think probably one of 
the best methods of cultivating this sort 
of business is, first, by general advertis- 
ing of the trust companies in your city 
along a general line, then cooperation 
with the Bar, after which it should be 
comparatively easy.” 


Salesmen for Trust Service 


Another question discussed was “How 
to procure well-trained personal salesmen 
of trust service.” 

One member said “that it was his be- 
lief that the salesman should be able to 
talk trust business as a business in itself. 

“Tt has been found worth while to take 
young college men and give them a train- 
ing of law covering descent and distribu- 
tion of property, certain banking laws, 
the laws of inheritance, taxes, and some 
income tax law, as a preparatory course 
so that when a prospect asks questions 
the salesman will not be floored. In other 
words, an effort is made to make the 
salesmen specialists in their line. 

“One part of the training of the sales- 
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man is putting him through a kind of a 
selling school where various questions are 
asked, some of which are technical and 
some of which are not, and this has been 
found to work out well.” 

Discussion brought out the fact that in 
some communities success has marked 
some campaigns which have been carried 
on without personal solicitation, merely 
through the medium of booklets, personal 
letters and advertisements, the advertise- 
ments being written directly to the people 
with whom the institutions desire to deal. 


Wills and Taxation Laws 


Charles Hinsch of Cincinnati said that 
one of the things entering largely into 
the successful solicitation of wills is the 
question of taxation. 

“That,” he said, “is especially true in 
states where there is no classified form 
of taxation. We do not have it in Ohio; 
the result is that just recently we had an 
opportunity to take business amounting 
to $200,000. We would have had to bind 
ourselves to sell all the securities they 
wanted to turn over to us, ranging from 
6 to 7 per cent., with a view of putting 
them in tax exempt securities. The re- 
sult was that the trust was placed with 
a trust company in an adjoining state. 

“My theory is that we all ought to work 
to the end of getting laws amended, pro- 
viding for a classification of taxation so 
that it will not be taxed at the same rate 
as tangible property.” 


To Hold the Will 


In response to the question “How can 
we hold the will after we get it?” it was 
the consensus among those attending the 
conference that the only way business 
could be held was through showing plain- 
ly to the customer the quality of the in- 
stitution’s service and its ability to handle 
trusts and that this would be best effected 
by getting the customer into the other 
departments of the institution; in fact, 
the creation of confidence, which was 
characterized as the keynote of securing 
and holding all trust business. 

Colonel F. H. Fries of Winston-Salem, 
N. C., in discussing trust company busi- 
ness generally, said: “The administration 
of an estate is a business proposition, and 
what every man needs and wants when 
it comes to the settlement of his estate is 
to have it properly administered in a legal 
way, but primarily in a business way. 
Trust companies administer estates from 
a business standpoint. 

“We retain an estate because we have 
been successful in the administration of 
other estates. We have saved them 
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money and we have saved them time. We 
have done all of those things necessary 
for successful administration, and I take 
it that if we have had a successful ad- 
ministration in 400 cases, the next 1,000 
will want us to administer theirs, because 
the business administration of the estate 
that we have done assures us of keeping 
what we already have and of getting 
others. 

“We have a perfect right to say in the 
administration of your estate that we can 
serve you better than anyone else. Why? 

3ecause here is what we have done; here 
is what we have been able to do. 

“Gentlemen, we have a right to tell a 
prospect our business. We have a right 
to carry our message in an intelligent 
way to anyone who has an estate to set- 
tle. Tell simply what we can do for 
them. A man goes in to sell life insur- 
ance. Why can’t we, in connection with 
trust service?” 


Trust Company Success 


“The old question of the success of the 
trust company in its own community is 
going to depend, not upon its liquidating 
ability, but upon its administrative 
strength,” said Melvin A. Traylor. “Men 


do not leave their business with us to be - 


liquidated; they leave it to be adminis- 
tered. Of course, corporate control is 
never relished by the public, but it is the 
way, unquestionably, for estates to be 
administered.” 


Service Charges 


The service charge on small accounts 
which are particularly active has been 
found to be a practical method of elimi- 
nating an unprofitable part of trust com- 
pany business, according to some of those 
who attended the conference. The plac- 
ing of this small charge on accounts 
which average under a minimum amount 
of, say, from $200 to $300, was found to 
serve the purpose of eliminating consid- 
erable unprofitable business. 

While it has been found to work satis 
factorily in some quarters, in others it 
was shown to be the feeling that it would 
be preferable to call upon the small de- 
positor, whose account was particularly 
active and put the fact up to him squarely. 
This is done by several large institutions, 
and those who reported at the conference 
said that it was found to work very 
satisfactorily. At the same time it was 
urged that the commercial checking ac- 
count which might get below a compara- 
tively small balance minimum might be 
directly related to other very substantial 
business in other departments of the in- 
stitution, and that a careful survey should 
be made before any action is taken. 


Real Estate Departments 


Real estate, rentals and sales depart- 
ments in trust companies have been found 
profitable, according to the testimony of 
a large number of those attending the 
conference, and, in addition, have pro- 
duced new leads in that they have allowed 
the trust company to get in touch with 
new people coming into suburban towns 
or even into cities. In many instances 


where the departments are used to a large 
extent for looking after property held 
under trust, while there is some opposi- 
tion, the majority of experience as ex- 
pressed at the conference was that the 
departments are a necessary and success- 
ful adjunct to a well-rounded trust com- 
pany business. From the viewpoint of 
furnishing another service to trust com- 
pany plans, the department is considered 
as of particular value. 

One of the questions asked at the con- 
ference was “Should trust companies 
make out income tax returns for their 
own clients or for the general public? 
If so, should they charge for this service, 
and on what basis should such a charge, 
if any, be made?” The question elicited 
the information that several large trust 
companies in different parts of the coun- 
try, chiefly in the more crowded districts, 
have spent a great deal of time on the 
subject and in many instances maintained 
quite extensive departments in which they 
aided outsiders in making their income 
tax returns without charge. In many 
instances it has been found that the out- 
sider who has been aided in this manner 
has returned to the institution and 
brought with him an amount of other 
business to more than repay for the initial 
effort and expense. 


Liberty Bonds 


In reply to another question as to 
whether the trust companies were carry- 
ing Liberty Bonds free of charge, it was 
developed that many of them are, while 
others have made a slight charge for the 
clipping of coupons and the convenience 
of deposit on smaller amounts of the 
bonds. It is a practice in some districts 
to carry bonds free of charge for the 
specified period, after which a small 
charge was made. 

One institution carried everything up 
to $1,000, after which a charge equiva- 
lent to a safe deposit box was made. In 
this instance it was thought probably that 
anyone who owned a $1,000 bond would 
have other valuable papers which should 
be stored in a deposit box, and time has 
borne out this assumption. 

One member from Cincinnati said that 
at the beginning of the war Liberty 
Bonds were taken for safekeeping in the 
savings department, which issued a spe- 
cial book for that purpose, an agreement 
being made at the same time that the in- 
stitution would take care of the bonds 
and clip the coupons. In this instance no 
effort was made to segregate each bond, 
but they were all thrown together and 
when a depositor came in and asked for 
his $500 bond the institution simply gave 
ay a $500 bond without regard to num- 
er. 


The Banquet 


A feature of the opening of the 
eleventh annual banquet of the Trust 
Companies of the United States, which 
was held after the conference, was the 
following letter, read by Toastmaster J. 
Arthur House: 

“My pEAR Mr. House: As I have al- 
ready indicated to you, I would have 
been very much pleased to accept the invi- 
tation to be present and address the an- 
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nual banquet of the American Bankers 
Association had it been possible for me 
to absent myself from Washington at 
the time. In lieu of my acceptance, I 
would be very glad to have you express 
to the gathering my heartfelt wishes. I 
think every American who appreciates 
the difficulties of the epoch through which 
we are now passing must recognize that 
the country owes a very great obligation 
to the wisdom and discretion of the bank- 
ing community, which is so well repre- 
sented in your Association. Whether in 
war or in peace, in the era of hostilities 
or the equally difficult one of reconstruc- 
tion following hostilities, the bankers have 
been an able and sound alliance. They 
have ably assisted in carrying the diffi- 
cult burdens of our country. There are 
many indications of confidence, and these 
will presently begin to lighten the burdens 
which the leaders of business have been 
compelled to bear. 


“Very sincerely yours, 


Warren G. Harpinc.” 
(Applause.) 


The banquet speakers were Dr. Charles 
Alexander Richmond, president of Union 
College, Schenectady, N. Y., who dis- 
cussed current topics, and Sir Paul Dukes, 
formerly chief of the British Secret Ser- 
vice in Russia. In his discourse on the 
Russian problem the latter said: 


The Russian Problem 


The Bolshevist government is an In- 
ternationalist government; it came about 
to bring about a world revolution and it 
remains today to bring about a world 
revolution if it finds it within its power 
to do so. We must keep that fact firmly 
in mind. 

When the Bolshevists talk about con- 
cessions they have not actually changed 
their spots. Their policy from the out- 
set has been one of what they call tactics. 
You may remember how, in 1917, they 
clamored loudest of all for the convoca- 
tion of the Russian constituent assembly 
and when it met with the Bolshevists in 
the majority, the Bolshevists sent down 
a handful of sailors and they dispersed 
the constituent assembly at the point of 
the bayonet. Their olive branch to cap- 
italism similarly is a move of tactics; it 
is not a sincere overture they are making 
to the capitalistic world. 

There are three ways of tackling the 
Russian problem: Active warfare against 
them, holding aloof from them, or having 
some form of dealings with them. 
America is already affording relief to 
Russia and has signed an agreement with 
the Soviet for that purpose. We are, 
therefore, in one way or another, already 
having dealings with the Soviet govern- 
ment, and our object must be to make 
those dealings serve a purpose which shall 
ultimately result in the emancipation of 
the Russian people. 

The policy which I suggest toward 
Russia may be summed up in two words, 
cautious approach. We must approach 
her very cautiously indeed. There is no 
essential difference in results between 
trade and relief. The difficulty of trad- 
ing with Russia is that you will not get 
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any return for it because Russia has ab- 
solutely nothing to offer. The effects of 
relief, however, are many, and the Bol- 
sheviki are very much afraid of the re- 
lief which is going into Russia, even at 
their own invitation. That relief is serv- 
ing to prove to the Russian people the 
futility of communist policy abroad; it 
is showing the Russian people that the 
capitalistic countries are not decayed as 
the Bolsheviki themselves have constantly 
declared them to be. At present there 
seems to be absolutely no alternative to 
the Soviet government. 

Another effect of the introduction of 
foreign influence into Russia under the 
guise of relief is the complete nullifi- 
cation of communist propaganda today in 
western European states. England has 
had a bitter experiment with her trade 
agreement in Russia as far as trade is 
concerned, but she has had a very profit- 
able experiment as far as Bolshevik pro- 
paganda in England is concerned. Two 
years ago the British Labor Party was 
contemplating affiliation with the Moscow 
International Group. Today, after a year 
and a half experimenting with Soviet 
Russia, the British Labor Party refuses 
to admit a single communist. 


When it comes to considering the pos- 
sibilities of trade with Soviet Russia, 
there are, of course, certain conditions 
which must be laid down previously to 
throwing ourselves into any venture. Be- 
fore trade is possible with Russia, it is 
absolutely essential that labor in Russia 
shall be again made free. You know that 
they have a system of what they call 
Labor Conscription and the workers are 
chained to their factories. English busi- 
ness men, in trying to get into the country 
to do business, found that the Soviet 
government bickers at releasing workers 
and putting them under the control of for- 
eign capitalists. It is essential, before 
we have any trade dealings with Russia, 
that we secure ourselves against the con- 
tinuation of Bolshevik propaganda, the 
world over, which is directed by the third 
International in Moscow. 

We should promote peaceful interven- 
tion in Russia, certainly by relief,-and if 
it is possible by trade. There is, how- 
ever, a grave danger facing the world; 
some statesmen and politicians are all too 
prone to confuse the idea of parleying or 
dealings with the Soviet government with 
official recognition of that government. 
There is absolutely no necessity whatso- 
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ever to recognize the Soviet government 
in order to continue the dealings with 
them which we have been having for the 
last year or the last year and a half 
Recognition of the Soviet governmert 
would be a terrible mistake. We have no 
right whatsoever to recognize a govern- 
ment which represents no more than one- 
half of one per cent. of the entire pop- 
ulation. The Communist Party numbers 
less than 500,000 people, out of 130,000,- 
000 Russians. 

To recognize the Bolshevik government 
would tremendously help its prestige the 
world over, and it would terrify the Rus- 
sian people. 


Executive Committee 


The date of the usual meeting of the 
Executive Committee of the Trust Com- 
pany Division at the time of the Spring 
Meeting of the Executive Council of the 
Association has been fixed for Monday, 
May 8, at White Sulphur Springs, W. 
Va. Matters to come up for discussion 
by the committee should be brought to the 
attention of the chairman, Evans Wool- 
len, president of the Fletcher Savings and 
Trust Company, Indianapolis, Ind. 


Federal Tax Exemption of Mutual Savings Bank Dividends 


N a letter to General Counsel of the 

Association, under date of March 6, 
1922, the president of a mutual savings 
bank in New York says: 


“1. Under Section 216 of the Revenue Act 
of 1921 individuals are allowed to deduct for 


normal tax dividends they receive from do-. 


mestic corporations. 

“2. Under Section 231, Subdivision 2, mu- 
tual savings banks are specifically exempted 
from taxation, 

“3. Since mutual savings banks enjoy such 
exemption, and since individuals receiving the 
dividends of savings banks enjoy normal tax 
exemptions, and since there is no provision 
under the act which would require an _indi- 
vidual receiving dividends from a mutual sav- 
ings bank to pay the normal tax on_ such 
dividends—tunder such conditions can a deposi- 
tor in a mutual savings bank properly deduct 
the dividend he has received during the year 
from such source?” 


Following is the reply of the General 
Counsel : 

The Revenue Act of 1921 provides for 
normal and surtax upon the “net income” 
of every individual, the term “net income” 
meaning the gross income as defined in 
Section 213 less the deductions allowed by 
Section 214. Section 213 provides that 
“the term ‘gross income’ (a) includes 
gains, profits and income derived from 
* * * interest, rent, dividends, securities 
* * * or gain or profits and income de- 
rived from any source whatever.” 

The dividends received by individuals 
from mutual savings banks in New York 
would, therefore, have to be included in 
the return of such individuals as part of 
their gross income unless it should be 
held that, mutual savings banks being ex- 
empted by law from taxation (Section 
231), the dividends paid by them were 
also exempt. 

But the Revenue Act of 1921 further 
provides: 

“Section 216. That for the purpose of the 


normal tax only there shall be allowed the 
following credits: (a) the amount received as 


dividends (1) from a domestic corporation 
other than a corporation entitled to the bene- 


fits of Section 262 (relating to foreign income 
of domestic corporations) * * *” 


Under the Revenue Act of 1918 this 
provision read: 

“Section 216. That for the purpose of the 
normal tax only there shall be allowed the fol- 
lowing credits: (a) the amount received as divi- 


dends from a corporation which is taxable 
under this title upon its net income * * *” 


Under the law of 1918, as mutual sav- 
ings banks were not taxable upon their 
net income, this credit, it is seen, was 
not allowed the depositor upon his divi- 
dends received from the bank; but the 
law of 1921 has changed this and express- 
ly provided that dividends received from 
all domestic corporations, whether or not 
such corporations are themselves taxable 
upon their net- income, save only those 
entitled to the benefits of Section 262, 
shall be allowed as credits. 

A mutual savings bank in New York 
being a domestic corporation which, 
under the Banking Law, declares and pays 
dividends to its depositors, out of its 
earnings as therein provided, it would 
seem to follow, unless there is something 
in the context of the Revenue Act of 
1921 which would call for a different 
construction, that depositors in mutual 
savings banks in New York would be en- 
titled to a credit of the amount of divi- 
dends received from the bank in comput- 
ing the normal tax. 

The question arises whether any change 
of this interpretation of the plain provi- 
sion of Section 216 (a) is called for in 
view of Section 213 (10), which provides 
that “gross income” of an individual shall 
not include 


“(10) so much of the amount received by 
an individual after December 31, 1921, or 
before January 1, 1927, as dividends or in- 
terest from domestic building and loan associa- 


tions, operated exclusively for the purpose of 
making loans to members, as does not exceed 
$300.” 


While at first view this might indi- 
cate an intention of Congress that an 
amount of dividends in excess of $300 
received by a depositor in that class of 
domestic corporation known as a build- 
ing and loan association shall be taxable 
as income and that Section 216 (a) was, 
therefore, not intended to apply to divi- 
dends received from all domestic cor- 
porations, a close analysis of the two 
provisions shows that they are not neces- 
sarily inconsistent. Under Section 213 
(10) a certain amount of dividends re- 
ceived by an individual from a domestic 
building and loan association may be 
omitted from gross income and is not 
subject to any tax whatever, normal or 
supertax ; but as to all dividends received 
in excess of this amount, while they 
would not be subject to normal tax, but 
allowed as a credit under Section 216 
(a), they would be subject to supertax. 

While this interpretation is not wholly 
satisfying, it points out how the two pro- 
visions may be reconciled. It would 
seem that the.plain provisions of Section 
216 (a) which allow the individual to 
deduct the amount received as dividends 
from all domestic corporations, save only 
those benefited by Section 262, were in- 
tended to have the precise effect the lan- 
guage imports, especially as the language 
of the former law which allowed as a 
credit the amount received as dividends 
from only taxable corporations, was 
abandoned. At all events, Section 216 
(a) would justify the depositor in a New 
York savings bank in claiming as a 
credit upon his income tax return the 
amount of dividends received from the 
institution, pending final determination of 
his right to such credit, by the courts. 


SAVINGS BANK DIVISION 


Our Monthly Text 


On the next page we offer the first 
of what may be a series of concrete 
suggestions for the upbuilding of savings 
accounts. 

We aspire not to originality but to 
stimulation. Ideas which are old to some 
readers will be new to others. 

Pursuit of new business and develop- 
ment of existing accounts are checked 
or fail from lack of time and experience 
on the part of the banker rather than 
from any lack of available plans and 
methods. 

We invite comment and suggestions. 


Shall Savers Buy “Blue Sky” 


The country is being blessed with an- 
other wave of revelation as to the meth- 
ods of fake “brokers” and bucket-shops. 
Although losses cannot be recovered, sav- 
ings bankers can do much to check these 
economic leeches from the usual renewal 
of activity after the present situation is 
cleared up or publicity thereon is no 
longer “news.” 

One of a series of special articles be- 
ing run by the New York Herald related 
especially to the swindling of thousands 
of savings depositors. It notes that al- 
though a list of savings depositors is prac- 
tically unobtainable, it is not difficult to 
reach those depositors, where, as in New 
York, the deposits are known to amount 
to $1,300,000,000 and about one out of 
every two and one-half adults has a sav- 
ings account. Any “sucker list” may rea- 


sonably be expected to give names and 
addresses, of which nearly half will be 
depositors in savings banks, 

The skill with which the campaign is 
planned and conducted to its heartless 
conclusion only emphasizes the extent of 
the responsibility which rests upon bank- 
ers. We may note the direct opposition 
to our publicity and educational work, 
as this contributor says that the drives 
on savings deposits “in nearly every in- 
stance have three steps primary to gain- 
ing control of the account: 

“To awaken in depositors a distrust of 
legitimate savings banking institutions, 

“To convince the depositor that he is 
losing profits by leaving his money on 
savings deposit, 

“To persuade him that the proper way 
to make more money is to turn the de- 
posit over to the author of the letter.” 

The deposits are usually paid as “mar- 
gins” and any holding of liberty bonds is 
not overlooked. 


School Banking, 1921 


The final totals on school savings bank- 
ing systems during the school year of 
1920-1921 as reported to the Savings 
— Division are given in the table be- 
ow. 


Industrial Savings 


A plan whereby 4,600 persons employed 
in 115 plants in and near San Francisco 
have deposited an average of about $40 
each with the Bank of Italy is thus de- 
scribed in a letter by Philip J. Lawler of 


School Savings Banking 


Seconp ANNUAL A. B. A. Report, 1921—Frnat (See Note) 


that institution and a member of the 
Division’s committee on savings, substan- 
tially as follows: 

The bank’s representative visits a 
prospective store, factory or office and, 
having “sold” any doubting executives on 
the value of instilling thrift in a practical 
way among their men and women, obtains 
permission to speak to their employees at 
a convenient hour. 

At the meeting the advantages of sav- 
ings accounts and the growth through 
systematic deposits are emphasized and 
those who wish to open such accounts 
sign two cards, (1) an order for payroll 
deduction by the employer and (2) a 
bank signature card. 

On pay day the bank’s collector calls 
at the office of the concern for the com- 
pany’s check to cover deductions and the 
passbooks of the depositors. The pass- 
books are later returned through the 
company’s office or kept therein, as the 
depositor may decide. 

The bank which supplies this service 
will transmit the deposits to any other 
bank requested by the depositor. 


The Election of Trustees 


Opposition by the Savings Bank Asso- 
ciation of Massachusetts to legislation 
providing for the election of trustees by 
depositors in mutual savings banks, has 
been on the following grounds: 

1. No ballot would be representative, 
because both of the many non-resident 
depositors and of the large number of 
residents entitled to vote. The Boston 
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DISTRICT 
(Census Divisions) 


Total 
ild-}| Enrollment 


208,836 


West No. Central 
South Atlantic 
East So. Central. . 
West So. Central 
Pacific 


Pupils | Deposit- 
Partici- 
pating! 


Interest 
Earned 


Collections 
(Deposits) 


Cash 
Withdrawals 
Durin, 
Schoo! 
Year 


10,257 
72,192 
51,970 
52,471 
12,196 


$404,625.71 
1,608,222 .18 
773,017.25 
520,328 .82 
157,467.72 
16,702 206,959. 60 
10 84,724.95 
10,969 402,703.92 


$3,460.27 
25,301.56 
12,549.96 
5,843.78 
1,696.19 
851.21 


4.60 
33,982.61 


$101,664.32 
634,936.74 
335,092.19 
184,936.26 
125,441.26 
72,749.91 
76,256.74 
207,737.67 


Bank 
Balance 
June 30, 1921 


$250,472.32 
2,181,041 .87 
953,758.40 
432,651.53 
79,390.21 
167,334.35 
14,948.39 
1,105,683 . 86 


226,767 9) $4,158,050. 15 $5,185,280. 93 
$1,691,856.55 


$2,800,301. 18 


Torats, YEAR 1920-1921.) 3,316 
Torats, Sept.-Dec.,1920.} 2,620 
Torats, YEAR 1919-1920.]..... 


1,829,475 
1,430,936 
1,015,653 


802,906! 
634,308 
462,651 


$83,690.18 | $1,738,815.09 


$583,009.14 | $4,200,872.32 


1All records of number of participants and averages based thereon are imperfect and unreliable, as few, if any, schools which depend upon the purchase of stamps are 
able to make accurate return. 


%Incomplete for the same reason as stated in first footnote. 


tNore. Of the 3,316 school buildings here tabulated, 2,630 were itemized by cities in the “preliminary” report which appeared in this Journat, August 1921. 
Reprints of the preliminary report may be had from the Savings Bank Division. 
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ui ~ \ 
Wy" 
< 
q 
Average Average 
Number Gross | Average| Average 
Sch | Collec-| Gross | Net 
Bu tions | Deposit oe Weekly 
ings Account} for or Collections 
ee All Year | Year 
Pupils j 
North Atlantic..........] 501 | 79,755 $1.93 | $5.73 | $3.70 $9,818.57 
Middle Atlantic.........] 886 757,108 | 300,673 2.11 5.34 3.23 38,382.93 
East No. Central........] 727 330,190 | 171,277 2.34 4.51 2.55 22,135.87 
Wide Ge 214,142 95,495 2.42 5.45 3.51 15,434.36 
vossecch See 61,776 34,520 2.54 4.56 -92 3,918.32 j 
ee 88,912 48,906 2.32 4.23 2.72 5,253.23 : 
80 42,234 32,150 2.00 2.63 -23 
ee 126,277 40,130 3.18 | 10.03 | 4.85 7,634.94 
z | g $2.27 | $5.17 | $3.01 | $102,578.22 
= 
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Five Cents Savings Bank has 180,000 
depositors, or more than voted in the last 
city election, when booths were erected 
in all parts of the city. 

A large number of accounts are in 
the names of babies, school children and 
other minors, who would have the same 
right to vote as adults. 

3. Christmas club and other such de- 
positors have a temporary interest and 
are not entitled to determine the long- 
time investments of the bank. 

4. If a $1 balance gives the same 
qualification as any other amount, de- 
signing interests can obtain control and 
destroy confidence at a comparatively 
small expense. 

5. The present system of electing 
trustees has proven satisfactory and suc- 
cessful. 

6. The plan is not proposed for the 
savings departments of other state-char- 
tered institutions which are required to 
handle segregated savings under the sav- 
ings banks investment laws, although the 
only serious bank failures in the state 
in 40 years are found among that class 
of institutions. 

The change would not improve the 
stability of the savings institutions, which 
are organized to safeguard the money of 
small depositors who have neither the 
financial ability nor the amount of capital 
to make proper investments. 

There would be serious danger of 
decreased confidence resulting from the 
change. 


Insurance with Savings 


It is reported that about 300 banks have 
arranged to offer life insurance in con- 
nection with savings accounts, in which 


the depositor undertakes to make monthly © 


deposits for ten years. 

The Division has prepared a general 
survey of the plans now in effect and 
the principles upon which they are based. 
All of these plans are still in an experi- 
mental stage. and no comparable study of 
results and costs will be possible for 
several months. In the meantime, it is 
to be anticipated that the well-trained 
energy of insurance solicitors will result 
in a considerable number of other in- 
stallations. 

Reprints of the article on this subject 
may be had upon application to the Divi- 
sion’s office. 


“100 Average Men”—Again 


Our assertion that there is no statistical 
basis to prove the financial means of 
either 100 average men or of a picked 
group of such persons at the ages of 25, 
35, 45, 55 and 65 has led to consider- 
able correspondence, as it denies the 
validity of widely distributed tables and 
charts under the above heading or la- 
belled: “Where Will You Be at Sixty- 
five?” and “The March Through Life.” 

Not only would the extremely loose 
terms defy sufficient accuracy in 
definition to furnish a basis for any 
tabulation intended to be national in scope, 
but the director of the census and insur- 
ance actuaries realize that there is no 
public record of the financial standing 
of all persons, either individually or col- 
lectively. 


The only serious effort to disprove any 
part of our Secretary’s argument is 
based upon the theory that persons who 
die without leaving estates must be as- 
sumed to have been dependent at time 
of death upon relatives or charity. The 
logic of such a theory is not evident. 


Postal Savings Deposits 


Deposits in the United States Postal 
Savings System on February 1 amounted 
to $144,700,000, a decrease during Janu- 
ary of $800,000. 


Tendency of Deposits 


The future tendency of savings depos- 
its to either decrease or increase will be 
determined in no slight degree by the 
number of persons who receive pensions, 


Savings Bank Division’s 
Monthly Business Text 


I. Every owner of a checking 
account should also have a 
savings account. 


Aim: To reach the better-paid 
class often overlooked in savings 
bank appeals. 

Plan: Prepare one or more 
definite plans such as (1) mail- 
ing a monthly bill for savings, 
(2) order for periodical transfer 
from checking to savings ac- 
count, (3) a club plan similar to 
those for Christmas or vacation 
expenses, (4) order on employ- 
ers for payroll deduction, etc. 
Both mutual and capital stock 
savings banks can avail of these 

* and any other plans. 

Steps: Assuming that any de- 
partmental bank will resort first 
to its customers who have not 
opened savings accounts, we 
suggest the following steps for 
general use: 

First, obtain lists of business 
men, home owners and tenants, 
merchants’ charge customers, 
telephone subscribers, profes- 
sional people, corporation of- 
ficials, office managers and 
workers, and others in classified 
directories. 

Second, card index those who 
can deal with your bank (or 
branch) conveniently in person. 

Third, separate those already 
savings depositors in your bank, 
reserving them for special treat- 
ment. 

Fourth, sort out those having 
savings accounts by careful can- 
vas, beginning, perhaps, with a 
return postal card inquiry, lead- 
ing up to 

Fifth, group and even personal 
interviews, the ground being 
prepared in advance by mail 
and newspaper work, according 
to need. 

Write to Secretary Wood- 
worth about your plans, your 
difficulties and your experiences. 
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retirement allowances or are otherwise 
added to the payroll which directly or 
indirectly is paid from tax funds. 

It was recently stated on the floor of 
the Senate that every taxpayer, in addi- 
tion to his other burdens, may soon have 
two or three “retired” persons on his 
hands. 

The annual increase in real values in 
this country in 1921 was recently esti- 
mated by Frederick Todd of New York 
to be less than $3,500,000,000, an amount 
which is less than the cost of the Federai 
Government. 

It has been alleged that a large market 
for tax exempt and other securities re- 
sults from the investment policies of cor- 
porations which contemplate continued 
inactivity. 

How is the earning power of savings 
depositors affected by a burden of taxes 
which consumes all or a large part of the 
net income of the population, influences 
elections by subsidies and gratuities to 
classes and factions, and _ constantly 
threatens through new impositions which 
are glibly discussed in billions? 

What is the duty of the savings banker, 
both as a citizen appreciative of known 
facts and as a leader in the great army 
of savings bank depositors? 


“Plans” 


Such is the title of an attractive 
twelve-page booklet from the Mercantile 
Trust Company of St. Louis, in which 
different plans for saving are described 
by depositors. Human interest is in 
every story, as each describes a personal 
experience. For instance, one writer 
says: 

“T look on my account as a means of 
getting something. I started out with the 
idea that saving money means doing with- 
out things I wanted and I didn’t get very 
far, never over $100. Now, with the idea 
of saving to have, and not doing without 
to save, I find it much easier.” 

Another depositor wrote: 

“We are all familiar with the regularity 
of the telephone bill, the electric light bill, 
etc., and pay them each month as a 
matter of course. This is my. first thought 
on pay day: I owe the Mercantile $5; 
then, when I go out to lunch the first 
thing I do is to pay that ‘bill.’ I have 
kept this up for five years, and suc- 
ceeded in saving more than $600.” 

Another developed the idea of a defi- 
nite goal and wrote in closing: “The 
phonograph, for instance, costs but $50. 
We determined to save $15 a month and 
pay cash for it. We did. That’s all.” 


Nature of French Thrift 


“Save for investment in government 
bonds, the average French man or woman 
delights to keep his or her fortune in 
actual cash. During the war they risked 
death to go back to ruined firesides to 
dig up their precious hoards. The result 
is that France has more real gold and sil- 
ver stored away in stockings and old pots 
than any other country. Government 
financial crises may come and go, but 
this huge reservoir of savings—the bul- 
wark of the nation—goes on forever.”— 
* F. Marcasson in Saturday Evening 

ost. 
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Bankruptcy Law Amendments 


Agitation for a number of amendments 
to the bankruptcy laws, has crystal- 
ized in the presentation of two bills to 
Congress. The most recent one, intro- 
duced by Representative Volstead, is still 
in the committee of which he is chair- 
man, and the other one, submitted by Sen- 
ator Spencer, has been referred for con- 
sideration to a sub-committee of the 
Senate Committee on the Judiciary. This 
sub-committee is composed of Senators 
Nelson, chairman, Brandegee, and Walsh 
of Montana. Some days ago they for- 
mally heard representations from several 
interested organizations and recommenda- 
tions are expected to be reported to the 
full committee. 

The changes suggested in the two bills 
are, in a large measure, similar. One of 
them in defining who shall be deemed in- 
solvent removes from consideration the 
property a man may have exempt by 
statute from sale under execution. It is 
contended that if property is protected 
against the rights of creditors the owner- 
ship of it should not enable one to avoid 
classification as an insolvent. 

Section 3 (a) of the law is sought to 
be amended by inserting a new clause (4) 
making it an act of bankruptcy to per- 
mit, while insolvent, any creditor to ob- 
tain through legal proceedings any levy, 
attachment, judgment or lien and refrain 
from having same vacated or discharged 
at least five days before the expiration of 
four months from date of obtaining such 
levy or lien. 

The existing statute provides that an 
applicant shall not be discharged from 
bankruptcy if at any time subsequent to 
the first day of the four months immedi- 
ately preceding the filing of the petition 
he has removed, destroyed or concealed 
any of his property with intent to hinder 
or defraud his creditors. The four 
months period is deemed to be too short 
a time to test a man’s good faith, and it is 
proposed to deny him a discharge if he 
has removed, destroyed or concealed any 
of his property within twelve months im- 
mediately preceding the filing of a peti- 
tion. 

To conserve the property of a bankrupt 
during the interim pending appointment 
of a trustee the proposed law provides 
imprisonment for a receiver, custodian, 
or officer of the court who unlawfully 
transfers, uses or embezzles any property 
coming into his hands. 

Where the present law, in section 29 
(b) prescribes imprisonment for a bank- 
rupt who fraudulently conceals any of his 
property, the Volstead bill proposes the 
same punishment for any other person 
who fraudulently conceals any property 
belonging to the estate of a bankrupt. 

This bill, likewise, increases from one 
to three years the statute of limitations 
which does not run during absence from 
the jurisdiction. 


Another amendment is that the Attor- 
ney General shall have power to inspect 
and audit all records in bankruptcy. 

In another instance the law is sought 
to be amended to allow an increase of one- 
half of one per cent. in commissions in 
cases of confirmation of compositions. 
The author of the bill contends that this 
will encourage compositions and thereby 
enhance the sums distributable to cred- 
itors. 

Under existing law taxes are preferred 
claims. This bill proposes that such pay- 
ments be not made out of the general 


assets of an estate when the property® 


against which the taxes are levied is not 
an asset for distribution among creditors, 
or when the taxes can be satisfied from 
the property, or if levied prior to acqui- 
sition of the property by the bankrupt, 
nor would payment be made to trans- 
ferees of the property unless the right of 
subrogation is established. 

One or two other minor changes are 
proposed in the law which has not been 
amended since 1910, except for the Lon- 
don amendment enacted about two months 
ago. This adds to the list of debts not 
released by a discharge in bankruptcy 
such as are for wages earned within 
three months before the date of com- 
mencement of proceedings in bankruptcy, 
and such as are due for moneys of an 
employee retained by an employer to se- 
cure faithful performance of a contract. 


Expense of Examinations 


Section 5240 of the National Bank Act, 
is proposed to be amended by a bill in- 
troduced in the House, and bearing No. 
10,430. It adds to the basis upon which 
fees for examinations have been calcu- 
lated heretofore. The law now requires 
that expenses of examinations shall be 
assessed upon the banks examined in pro- 
portion to their assets or resources. Pur- 
suant to this direction the fees for exam- 
inations are fixed at three cents for each 
one thousand dollars of assets in- excess 
of the first $25,000. For this $25,000 of 
assets a minimum charge of $40 is made. 
Amended as proposed the law would con- 
tinue the assessments upon the assets or 
resources of the banks, and would provide 
for an additional assessment upon the 
assets held by banks in their trust and 
safe keeping departments. 

The bill would authorize the designa- 
tion of six national bank examiners for 
service in the Comptroller’s office to direct 
the work of the force in the examining 
division, to analyze reports received from 
the field force and to assist otherwise in 
the work of the division incident to the 
examination of national banks. This is 
simply a provision for additional expert 
assistance needed. 

Formal consideration has not yet been 
given this bill by the Banking and Cur- 
rency Committee to which it was referred. 
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Condition of National Banks 


In a recent analysis of national bank 
conditions the Comptroller of the Cur- 
rency said: 

“The fact that the resources of our 
national banks, amounting December 31, 
1921, to $19,420,136,000 (exclusive of re- 
discounts), show an increase of $406,- 
034,000 over the returns from the pre- 
vious call, September 6, 1921, is very 
gratifying, an indication of the stability 
of these banks and of their power, under 
the capable administration of prudent offi- 
cers, to retain a commanding position in 
the financial fabric of the country. 

“Up to September 6, 1921, the resources 
of national banks had shown a steady de- 
cline, with one or two exceptions, at the 
date of each call subsequent to Decem- 
ber 31, 1919, when they stood at the peak 
or highest point in the history of the 
system, and amounted to $22,711,375,000. 
The manner in which these banks have 
liquidated obligations representing bor- 
rowed money in the form of bills payable 
and rediscounts; increased their deposits 
and curtailed their loans and discounts, 
while at the same time their lawful re- 
serve with Federal reserve banks has 
been maintained at a point far in excess 
of the legal requirement during the past 
several months, justifies the opinion that 
their condition on December 31, 1921, was 
very satisfactory.” 

The lawful reserve carried by national 
banks with the Federal reserve banks 
amounted to $1,143,259,000. This sum is 
$86,875,000 in excess of the legal re- 
quirement. 

The individual deposits reported by 
national banks, exclusive of deposits of 
$188,000,000 held for the government, 
amounted to $12,356,000,000. This amount 
is $780,000,000 lower than it was a year 
previously, but shows an increase over the 
minimum reported in the meantime. Total 
deposits were $15,075,000,000. 


Stock of U. S. Money 


A trip through the paper currency re- 
demption division of the United States 
Treasury Department, where one may 
see the almost innumerable huge stacks 
of notes presented each day to be replaced 
with new money, might prompt at least 
the mental inquiry into the per capita 
amount of money in this country. Then 
a knowledge of the aggregate would give 
rise to a thought to its soundness. The 
money in circulation in the United States 
February 1, of this year, amounted to 
$5,488,000,000, divided as follows: 


Gold coin $1,024,500,000 
Gold certificates 500, 
Standard silver dollars.... 
Silver certificates ......... 
Subsidiary silver 

Treasury notes of 1890.... 
United States notes........ 


1,500,000 
342,700,000 
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Federal reserve notes 
Federal reserve bank notes. 
National bank notes 729, 500,000 


The total of these figures divided 
equally among the approximately 109,- 
000,000 people in continental United 
States would show a per capita circula- 
tion of $50.00. This is $3.00 less than it 
was one month earlier and $8.00 lower 
than February 1, 1921. 

The general stock of all kinds of money 
in the United States, including gold bul- 
lion and foreign gold coin and gold held 
by the Treasury for redemption of out- 
standing certificates, and standard silver 
dollars for redemption of outstanding 
silver certificates, ranged between one and 
two billions of dollars from 1880 to 1898, 
almost without exception increasing each 
year. From the latter date to 1906 it 
moved between two and three billions and 
did not reach the four billion mark until 
1915, since which time it has mounted 
steadily until February 1, 1921, when it 
stood at $8,286,360,000. A year later it 
was approximately $200,000,000 lower. 
Last year. the stocks of gold coins and 
gold bullion equalled forty-two per cent. 
of the total money. Due, however, tc 
a reduction of more than $1,000,000,000 
in the circulation of Federal reserve notes 
and Federal reserve bank notes, and an 
increase of $700,000,000 in gold holdings, 
the latter now equals more than fifty per 
cent. of the entire stock of money. These 
figures, if applicable in normal times, 
when European countries were resting 
solidly upon a gold basis, would be a sig- 
nal for rejoicing. With such menacing 
impairments, however, of values of many 
foreign coins, and the abandonment of 
the gold standard by so many nations, it 
is not an unqualified advantage. In fact 


the danger of American possession of’ 


such a huge proportion of the world’s 
gold supply is claiming the attention of 
statesmen and economists, as is the im- 


portance of setting into motion some force - 


which will redistribute this excess gold 
to the ultimate rehabilitation of the pur- 
chasing power of the world. 


Federal Financial Obligations 


At this time when such enormous de- 
mands are being made upon the national 
treasury which must receup its disburse- 
ments and maintain its standards through 
levies upon individual citizens, for the 
most part in the way of taxes, each per- 
son should know the nature and the ex- 
tent of the national obligations. He 
should be apprised also of the sources 
from which receipts can be expected. 
Nobody will be found to doubt that the 
United States Government will fully meet 
all demands rightfully made upon it and 
continue the methods which have always 
characterized its dealings. However, a 
constant recognition of the consequences 
of forces once set in motion—a proper 
appreciation of the difficulties which 
might attend the annual interest pay- 
ments and finally the discharge of the 
principal of obligations so easily incurred 
—is highly important. Caution should be 
exercised in adding to the already heavy 
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burdens. Confidence in the continuing 
stability of the government has not 
waned. Its force is no less potent today 
than it has been in the past. It is a 
national asset, though fostering, perhaps, 
the growth of the one possible danger 
that it may blind individuals to the fact 
that there is a point beyond which it 
would be hazardous to go in the matter 
of contracting obligations. 

Figures direct from a Treasury De- 
partment official for January 31, 1922, 
show the public debt to amount to $23,- 
388,544,236. This is the gross sum and 
represents the amount the government 
must disburse out of moneys to be col- 
lected from its credits and through taxa- 
tion. As a partial offset against this the 
unpaid principal of loans to foreign gov- 
ernments amounts to $9,435,000,000. The 
time and manner of repayment of this 
sum, the interest upon which is not being 
met, is uncertain. 

Among the other credits held are 
counted notes of foreign governments 
given in the amount of $600,000,000 for 
surplus war materials sold them; the cap- 
ital stock in the Emergency Fleet Corpo- 
ration totaling $50,000,000; the Housing 
Corporation, $66,000,000; the Sugar 
Equalization Board, $5,000,000; the 
United States Grain Corporation, $25,- 
000,000; the War Finance Corporation, 
$96,000,000 ; Federal Land Banks, $6,500,- 
000, and obligations of the carriers ac- 
quired under provision of the Transpor- 
tation Act of 1920, slightly more than 
$600,000,000. 


Maturing Obligations 


In less than a year or, to be exact, on 
January 1, 1923, savings certificates in the 
sum of about $650,000,000 will become 
due. A little more than a year hence the 
Victory notes will mature. These amount 
to approximately $3,400,000,000. Then 
there are Treasury certificates totaling 
about $2,200,000,000, falling due at dif- 
ferent times during the year. Following 
them closely another $700,000,000 will 
mature. These figures aggregate some- 
thing more than $7,000,000,000 to be pro- 
vided for on or prior to their due dates. 

This lays upon the Treasury Depart- 
ment a problem of no mean proportions. 
Time has not been permitted to run, 
however, without due regard for this 
duty. Instead, an effort is being made to 
renew obligations from time to time with 
a view to extending maturities to dif- 
ferent definite dates. The department 
announces that very recently $600,000,000 
of three-year notes were sold to redeem 
$200,000,000 of Victory bonds and to meet 
an immediate obligation of $400,000,000. 
It will be seen from these figures and 
from the practices of the Government, 
and emphasized by a realization of the 
enormity of the sums maturing at later 
dates, that some other arrangements must 
be made for meeting these obligations. 
The recent appointment of the World 
War Debt Refunding Commission gives 
some promise that a plan will be evolved 
and agreed upon, 
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Annual Expenditures 


A statement of the current expenses of 
the Government shows more effectively 
the impossibility of meeting the demands 
just mentioned with full payments as 
they become due. The following figures 
from the Treasury Department show four 
very heavy fixed items of expense for 
the year: 


$975,000,000 


369,000,000 
455,000,000 
252,000,000 


$2,051,000,000 


Interest on public debt 

Sinking fund and other debt 
charges 

Relief of veterans 

Pensions 


Income for the fiscal year 1923, appro- 
priations for which are being made at 
this time, is estimated at $3,345,182,000. 
Thus it is seen that the four fixed items 
of expense enumerated equal about 60 
per cent. of the estimated income. Add 
to this another 27 per cent. for the War 
Department, the Navy Department and 
for good roads work and we find only 
13 per cent. remaining for all the other 
activities of the Government. These 
other activities embrace the work of eight 
major departments and twenty-one inde- 
pendent establishments. There may be a 
saving from the War and Navy appro- 
priations, but it is evident that they will 
be needed to fill in some gap. Other 
savings through reductions of expendi- 
tures do not seem possible. Already 
appropriations have been pared to points 
which in some instances portend impair- 
ments of service, and even then they ex- 
ceed the estimated receipts by $167,000,- 
000. These various works cannot be dis- 
continued, and therefore the only hope of 
relief lies in an economical administration 
with additional commitments only when 
failure to make them would cause defi- 
nite loss or retard the return to normal 
conditions at home or abroad. 


Foreign Trade Association 


The first annual convention of the 
Bankers Association for Foreign Trade 
held in Cleveland in February adopted 
resolutions calling for the development 
of the Great Lakes-St. Lawrence route 
for ocean-going vessels and the im- 
provement of inland waterways to pro- 
vide ready means of transportation at 
reduced costs; urging early resumption 
of the issuance of through bills of lading, 
and advising that the United States par- 
ticipate in the Genoa economic confer- 
ence. The officers of the association 
are: President, W. E. Guerin, manager 
Foreign Department, the Guardian Sav- 
ings and Trust Co., Cleveland; first vice- 
president, H. G. P. Deans, vice-president 
the Merchants Loan and Trust Co., 
Chicago; second vice-president, Dr. J. T. 
Holdsworth, vice-president the Bank of 
Pittsburgh, N. A.; secretary, F, M. Hor- 
ton, vice-president the Central National 
Bank Savings and Trust Co., Cleveland; 
treasurer, A. H. Seely, assistant treasurer 
the Marine Trust Co., Buffalo. 
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Executive Committee Meeting at New Orleans 


A meeting of the Executive Committee 
of the State Bank Division of the Amer- 
ican Bankers Association was held at 
New Orleans Friday and Saturday, Feb- 
ruary 24 and 25. The members of the 
committee present were John D. Phillips 
(chairman), vice-president Green Valley 
Bank, Green Valley, Ill.; W. C. Gordon, 
president Farmers Savings Bank, Mar- 
shall, Mo.; R. S. Hecht, president Hi- 
bernia Bank and Trust Company, New 
Orleans, La.; George A. Holderness, 
chairman of boards Farmers Banking 
and Trust Company, Tarboro, N. C.; E. 
C. McDougal, president Marine Trust 
Company, Buffalo, N. Y.; Grant McPher- 
rin, president Central State Bank, Des 
Moines, Iowa, and George W. Rogers, 
vice-president American Bank of Com- 
merce and Trust Company, Little Rock, 
Ark. M. H. Malott, president Citizens 
Bank, Abilene, Kan., a member of the 
Farm Finance Committee, was also 
present. 


Commercial Credit for Farmers 


The Federal Legislative Committee of 
the State Bank Division, of which Guy 
EK. Bowerman is chairman, submitted a 
report recommending longer credit for 
farmers in financing their crops, and 
after a thorough discussion of the sub- 
ject the Executive Committee adopted 
the following preamble and resolution: 

Whereas, The members of the Federal Legis- 
lative Committee of the State Bank Division 
of the American Bankers Association realize 
from their own experience that the time re- 
quired to produce and market farm products is 
about six months under normal conditions and 
that it is Srequentiy necessary to store farm 
products from Fall until Spring to avoid forced 
sales at ruinous prices; 

_ Therefore, Be It Resolved, That the Execu- 
tive Committee of the State Bank Division 
hereby recommends an amendment to the Fed- 
eral Reserve Act to enable Federal reserve 
banks to rediscount legitimate agricultural 
paper with maturities not exceeding one year. 


Banks and Farm Mortgage 
Finance 


A verbal report of the special commit- 
tee on farm finance was accepted and 
thoroughly discussed, and at a joint 
meeting of the Executive Committee and 
the Farm Finance Committee, at which 
T. F. Davis, president of the Federal 
Land Bank of New Orleans, was present, 
it was unanimously agreed that the Fed- 
eral Farm Loan Act should be so amended 
that the organized banks of America 
might become members of the system and 
that loans could be made through the 
banks as well as through the national 
farm loan associations. 


Interest Rates 


D. M. Armstrong, vice-president Com- 
mercial Trust and Savings Bank of 
Memphis, chairman of the State Bank 
Division Committee on State Legislation, 
submitted a report on the desirability of 


establishing uniform rates of interest 
throughout the various Federal reserve 
districts in the United States, in which he 
said: 


I have been very much interested in the mat- 
ter —— recently to you by Mr. Hazlewood 
of Chicago, namely, the question of the desira- 
bility of establishing uniform rates of interest 
throughout all the various Federal reserve dis- 
tricts in the United States. 

Upon hearing from you I endeavored to 
communicate at once with the bankers that 

ou asked to serve with me _ on the State 
egislative Committee of the State Bank Di- 
vision of the American Bankers Association, 
but up to this time have succeeded in hearing 
from but two of them. Therefore, upon the 
letters that I have received and my own infor- 
mation upon the subject, I am_ inclined to 
advise against the proposition. Let me give 
you the resume of our experience in the state 
of Tennessee in regard to interest laws. At 
the 1921 session of the Tennessee Legislature, 
after many years of persistent appeal and effort 
by the Legislative Committee of the Tennessee 
Bankers Association, we finally succeeded in 
bringing about a modification of the laws ot 
Tennessee with respect to interest, permitting 
borrowers to contract in writing to pay as high 
a rate as 8 per cent. per annum; in the absence 
of any written contract, the rate to be 6 per 
cent, which is at this time the legal rate in 
Tennessee. The 8 per cent. contract rate of 
interest law has not been popular and my 
present opinion is that the next legislature may 
repeal the contract provision. If so, the old 
6 per cent. law will then remain in force, 
depriving the borrower of the right to contract 
in writing for any rate above the legal rate. 

While it would be a satisfactory thing to 
have uniform interest rates throughout the 
United States, I am inclined to the opinion 
that it might be unwise to try to influence the 
legislatures of the several states in that direc- 
tion. You know the strong sentiment that 
prevails in a large section of our country 
against centralization of control and power, 
and they guard very jealously against what 
might be regarded as an invasion of the rights 
of states. I cannot be persuaded to believe that 
it would be sound in principle or practice to 
establish the value of money by legislative 
enactment. I am, furthermore, convinced that 
there is and should be a proper differential in 
the rate tha& should obtain, for instance, in 
Texas and Utah, from that which prevails in 
New York and Massachusetts. It is my opin- 
ion, therefore, that we will be unable, and 
furthermore, that it would be unwise to attempt 
to establish uniform rates throughout the 
United States by modification of state laws. 


Country Bank Advertising 


In the absence of Chairman H. A. 
McCauley of the State Bank Division 
Public Service Committee, Deputy Man- 
ager Allen explained a system of adver- 
tising under consideration particularly 
adapted to country banks. The Commit- 
tee on Public Relations of the -American 
Bankers Association, at the request of the 
State Bank Division, is cooperating with 
the Financial Advertisers Association in 
the preparation of a series of advertise- 
ments intended not only to attract busi- 
ness to banks, but also to explain the 
relationship of banks to the public in a 
manner which will “take the mystery 
out of banking.” The committee approved 
the following questionnaire, which will 
be sent to members of the State Bank 
Division in the near future: 

1, Are you now, or have you been, adver- 


tising by the use of the following mediums? 
(a) Newspapers. (b) Letters, booklets, novel- 
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ties, window displays, posters, mailing cards, 
etc. 

2. Is it your opinion that general bark 
advertising on savings and banking subjects 
brings results, or do you consider it important 
that advertising shoul emphasize the individual 
features of service, strength, facilities and 
equipment; in short, the qualifications that are 
characteristic of your particular bank? 

Have your advertising and your new busi- 
ness efforts encouraged cooperation from stock- 
holders, directors, customers and from your en- 
tire staff in the up-building of your bank, and 
would you welcome suggestions along this line? 

4. Have you endeavored to utilize your 
newspaper advertising in a manner that is in 
keeping with the constant changes in present 
day business conditions? 

5. Have you ever purchased ready-made or 
so-called syndicated forms of advertising, and 
did they produce the results which your nego- 
tiations preceding their purchase led you to 
expect? Give particulars. 

6. Would you prefer as a part of the ser- 
vice of the State Bank. Division: (a) Adver- 
tising copy which can be made available for 
your use by the addition of the signature of 
your bank? (b) Periodical bulletins taking up 
timely subjects on advertising and new busi- 
ness work for banks, and containing specific 
suggestions and guideposts leading to tested 
and proved methods? 

7. Are there any subjects regarding the up- 
building of a bank which you feel might be 
of particular value for discussion in a periodical 
bulletin? For example, subjects such as 
“Building Up_the Commercial Department,” 
“Getting the Farmer’s Account,” “Bank Ad- 
vertising that Appeals to Women,” “Savings 
Accounts from Industrial Workers,” “‘Coopera- 
tion from President to Office Boy,” etc. 


“School” for Bank Directors 


The general movement throughout the 
country to impress upon bank directors 
their responsibilities in the management 
of the bank has gained fresh impetus 
through an innovation that is planned for 
the group meetings in Arkansas this 
year. Secretary Waite of the Arkansas 
Bankers Association and Hon. Charles 
McKee, Bank Commissioner of Arkan- 
sas, have arranged a “school for direc- 
tors,” at which Mr. McKee will be the 
“schoolmaster,” assisted by F. L. Major, 
assistant commissioner. 

It is not unusual to invite bank directors 
to attend the group meetings with the 
officers, but as a special inducement for’ 
them to be present a special meeting, ex- 
clusively for the directors, over which 
Mr. McKee will preside, will be held in 
connection with each group meeting. Mr. 
McKee will discuss the vital, intimate 
matters in connection with the manage- 
ment of the bank, and particularly the 
duties and obligations of directors, and 
an opportunity will be given to ask ques- 
tions. The directors may, in addition, 
attend all of the regular group sessions. 

Special invitations will be addressed to 
each bank director asking him to attend 
the meeting of the group in which he is 
located. If it is not possible for all direc- 
tors to go, a request will be made that 
each board send one or two representa- 
tives. In addition to the invitation, Com- 
missioner McKee will issue a_ special 
“call” to the directors to attend, in which 
he will attempt to make clear the impor- 
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tance of such attendance and its value to 
the bank. He will make it plain that the 
travel and hotel expense of such atten- 
dance will be a proper charge against the 
expense account of the bank, if the di- 
rectors are not inclined or able to bear 
such expense personally. 


National and State Banks 


In response to the questionnaire re- 
cently sent to members by the Public 
Service Committee of the State Bank 
Division, a Minnesota banker replied as 
follows: 


In reply to your questionnaire, beg to advise 
that we have been rather under the impression 
that the American Bankers Association was 
pretty largely interested in national banks, and 
seemingly that national bank influence in the 
institution is the greater. We are conscious 
of a general tendency on the part of the 
National Government to make nationalization 
of banks very desirable—we feel. it in more 
ways than one, and you know how it works 
better than we can tell you. However, we run 
a good, strong, conservative institution, require 
no outside help of any sort and do not feel 
the pressure except in the way of annoyance. 
It seems to us that state banking departments 
should do something to offset the advertising 
and other things that work out so to the 
advantage of national banks — it has never 
seemed to us that the American Bankers 
Association bothered much about these things, 
and from the nature of the organization we do 
not see how it could. 

As far as answering the questions is con- 
cerned, we are for aiiesauar is best for the 
interests of the country. We have always 
taken our share of the government financing 
burden, have met all requirements of the 
Federal reserve par collection system, and have 
done everything asked of us, but we have never 
been furnished with advertising copy (which 
national banks are, to the absolute disadvantage 
of state banks) and are not favored with new 
coins when the National Government celebrates 
some event by changing dies at the mint, and 
are generally given to understand that we 
are more or less outsiders, except when’ our 
support is needed. We are not complaining. 
We take pleasure in watching our institution 
row without the assistance above mentioned, 
ut we have wondered how it happens that 
state bankers are so content to let matters 
rest. The average layman is today under the 
impression that national banks are the greatest 
banking institutions we have—which is no more 
true than that state institutions are the greatest 
institutions we possess. 


New Bank Commissioner in 
Oklahoma 


Hon. Roy Wolcott has been appointed 
Bank Commissioner for Oklahoma to suc- 


ceed Hon. Fred G. Dennis. Mr. Wol- 
cott was formerly Assistant Bank Com- 
missioner. 


Commissioner Fisher for 
Governor 


Hon. John S. Fisher, Commissioner of 
Banking for Pennsylvania, is being urged 
as a candidate for governor of that state. 


Federal Farm and Joint Stock 
Land Banks 


In connection with the recent success- 
ful offering of $75,000,000 Farm Loan 
bonds and the issuance since the first of 
the year of $7,640,000 various Joint Stock 
Land Bank bonds, the fundamental dif- 
ferences between the two organizations 
are pointed out by the Wall Street Journal 
as follows: 


Although both organizations are under the 
supervision of the Federal Farm Loan Board, 
the joint stock banks are primarily private 
institutions operating under Federal charter. 

The strength of the individual bank is de- 
pendent not upon the strength of the system, 
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but upon the record and character of the 
managers of the individual institution. Bonds 
issued by them are subject to the same limita- 
tions as those issued by the farm loan banks. 

Federal farm land banks will ultimately be 
owned by the National Farm Loan Association, 
the basic organization of the farm loan system. 
These are voluntary organizations of ten or 
more persons who are owners, or about to 
become owners, of land qualified as security 
for a mortgage loan under the provisions of 
the Farm Loan Act. No persons but borrowers 
can be members of an association, and each 
borrower must subscribe for stock of the asso- 
c‘ation to an amount equal to 5 per cent. of 
the desired loan. 

The associaton in turn must subscribe to the 
stock of the Federal land bank an amount 
equal to 5 per cent. of the loans applied for. 
All unsubscribed stock is taken and paid for 
by the government. The amount so held is 
now about $20,000,000. It is provided, how- 
ever, that after the subscriptions to capital 
stock by national farm loan associations shall 
amount to $750,000 in any Federal land bank, 
said bank shall apply semi-annually to the 
payment and retirement of the stock which 
was issued to represent the subscriptions to 
the original capital 25 per cent. of all sums 
thereafter subscribed to capital stock until all 
such original capital is retired at par. 

Thus the farmers through their associations 
will finally be sole owners of the banks and 
the beneficiaries of any profits accruing from 
its operation. 


Make Present Farms Pay First 


Answering the questionnaire, a banker 
in Wyoming commented on the proposi- 
tion of clearing lands and draining 
swamps as follows: 


It would be a good plan if they would first 
salvage the wreck and havoc that maladmin- 
istration has played on irrigation farmers in 
the West. It is no use talking of new projects 
where first settlers can go broke trying to 
meet overhead on $100 an acre irrigated Send 
that has not even yet been improved. If they 
want to do anything, fix things so a farmer 
can get by on some of the best land in Wyom- 
ing, with all the improvements already there. 
The ordinary eastern man does not begin to 
realize how impossible it is for a western irri- 
farm to think of breaking even. Say 
e owes $50 per acre on his first mortgage; 
there is $10 per acre against the land on 
account of irrigation bonded indebtedness; 
there is another bond issue outstanding for 
$30 ad acre for drainage; total, $80 per acre, 
which, with confiscatory taxation means at 
least $6 to $7 per acre overhead for taxes. 
interest, water and drainage alone. Five dol- 
lars a ton alfalfa hay and $5 dollars per ton 
for sugar beets and small grains in proportion 
only half meet the bills. What’s the use of 
urging reclamation when the good farms have 
cost their owners the savings and efforts of a 
decade? 


Minnesota Bank Superintendent 
Resigns 


Hon. Siever B. Duea, Superintendent 
of Banks of the state of Minnesota, has 
handed his resignation to Governor 
Preus, to take effect as soon as a suc- 
cessor can be chosen and installed. 


Banks and Farm Mortgages 


Hon. George I. Skinner, formerly Su- 
perintendent of Banks of the state of 
New York, says: “I am of the opinion 
that state banking institutions should, 
within proper limitations, be permitted to 
make loans directly upon real estate and 
to accept real estate collateral. The 
strictly commercial institutions located in 
large cities would not, even if permitted, 
desire to make many loans of this charac- 
ter, but in the smaller places and within 
a restricted territory such loans can be 
safely made. The creation of a class of 
home-owners and the development of agri- 
culture are of as much concern to the 
public at large and to the institutions 
themselves as general business needs.” 
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Reclamation 


The subject of reclamation of waste 
land, in the questionnaire of the Public 
Service Committee, claimed the interest 
of many bankers. The replies were oi 
wide range, being largely influenced by 
local conditions. A banker in Michigan 
said: 

This section is suffering for lack of some 
such assistance to reclaim its cut-over timber 
lands. The farmers who buy land here make 
a mistake in believing they have bought a 
farm, when in truth they have bought a place 
to build a farm and the price of the land is 
only the first cost of the transaction. The 
larger country banks with strong directorates 
could assist as government agents its transac- 
tions, being reviewed from time to time by 
accredited representatives, but under present 
state laws it cannot grant the needed service 
without violation. Such representative privi- 
lege could not be indiscriminately granted to 
country banks but in all sections there is a 
larger quasi-reserve country bank which could 


truly represent its section in this regard. 


An opinion from Missouri read: 


We believe in these plans. Bankers should 
not cooperate, however. This is a matter that 
is clearly outside the banking business. It is 
and should be national in scope and service. 
Any plan of this kind should be financed by 
long-term bonds and is the keynote -to the 
unemployment situation. consider. this 
= of Secretary Fall to be the best that has 
been proposed in the past two years. This 
is an agricultural country. Ours is a farmers’ 
bank. We have felt the depression as well 
as others. We feel that there can be no 
return to what we call normalcy until there 
is found, at a living wage, employment for the 
vast army of unemployed. his, we think, 
should come through National and State aid, 
viz., the building of a modern highway from 
New York City to San Francisco, the building 
of a_canal to divert the overflow waters of 
the Missouri into the arid regions of the 
Southwest, the draining and reclamation of 
the overflowed and swamp lands of the middle 
west, the building of lateral and _ bilateral 
roads connecting with main system. I believe 
that the plan of President Harding and Sec 
retary Fall is the key to our financial success. 


From Wisconsin: 


We believe this plan is good. Country 
bankers not only know land values, but also 
know the character of men on the lands, to 
which to loan and whom to refuse. Lands 
that grow large timber will raise good crops. 
At present time the settler is doing slow 
work clearing cut-over timber lands, owing to 
lack of capital. It takes years to make a 
farm out of cut-overs under 


ar present con- 
ditions, 


A Missouri banker wrote as follows: 


We are especially interested locally in the 
drainage of swamp lands and there is a 
very large area in the south and southwest 
which is seriously affected by the overflow 
from the streams flowing through the terri- 
tory and it is a serious problem how these 
waters can be best controlled to prevent dam- 
age from overflow. The trouble is continuous 
from the source of the streams to the Gulf 
of Mexico. When the high waters overflow 
these lands our present system of ditches and 
levees simply control the water but in such a 
way as to work a greater hardship upon those 
in the lower levels where the water is dumped 
and increases the expense necessary to take 
care of the water on the lower levels. I 
believe the best system of drainage would 
be for the Federal Government to conserve 
the water at or near the source in such a 
way that it can be gradually released and 
in that way prevent the overflows not only 
near the source but over the entire system to 
the Gulf of Mexico. eee 

A large amount of litigation has developed 
owing to the fact that those on the higher 
levels so control the waters that they are 
dumped upon the lower levels and _ the people 
bring action for the damages. We have a 
large drainage system in this county that is 
involved in endless litigation from this source. 
If these waters were conserved at their source 
it would solve the overflow problem and pos- 
sibly so conserve the waters as to furnish 
valuable power. 


CLEARING HOUSE SECTION 


The Examiner System 
Substitute for Guaranty of 
Deposits 


In 298 of the important cities of the 
United States the clearing house associa- 
tion has become a most important factor 
—a wheel in the great commercial ma- 
chine, a part of the great business fabric 
of this country. The principal object for 
which these associations were organized 
was to facilitate the exchange of items be- 
tween the members and at the same time 
exercise a certain degree of supervision 
over them. This latter function has been 
extended in late years. The most impor- 
tant feature introduced has been the clear- 
ing house system of examination, which 
became operative in 1906 and is proving 
most successiul. The object of this sys- 
tem of examination is to keep the standard 
of banking maintained on a high plane 
and thus prevent any bank from drifting 
into insolvency with its attendant loss of 
confidence on the part of the public in the 
integrity of all clearing house banks, 
which to a more or less extent would be 
engendered through the failure of any 
of their members. 

Since the adoption of this system of 
examination by the Chicago Clearing 
House Association in 1906, clearing house 
associations in twenty-five cities are now 
under the supervision of an examiner. 
During the past few months, inquiries 
have been received by the secretary of 
the Clearing House Section regarding the 
merits of this system of examination, and 
from all indications a number of asso- 
ciations will take on a clearing house 
examiner before the end of the year. 

We quote a paragraph or two from 
the address of Charles H. Meyer, chief 
examiner of the Chicago Clearing House 
Association, which was delivered at the 
annual meeting of the Clearing House 
Section at Los Angeles, last October. 
Mr. Meyer said: 

“I want to avail myself of this oppor- 
tunity to say to the delegates and guests 
here assembled this afternoon that per- 
sonally I believe that there never was 
devised a system which means more than 
this one does as regards the one great 
dream of the banking world and naturally 
the public at large—the guaranteeing of 
bank deposits. In making this statement 
I fully realize the position I am placing 
myself in. I almost hesitate to make the 
above claim when I realize what it means, 
and some of you may believe I am saying 
something I had better leave unsaid, but 
years of experience in this work as state, 
national and clearing house examiner con- 
vinces me that the clearing house exam- 
ination system is the nearest approach to 
accomplishing this than anything ever 
devised.” 

o Comptroller of the Currency, D. 

R. Crissinger, has compiled a statement 
of the experience of the states having 
rege deposit guaranty laws. It appears 
to spell the failure of the system of guar- 
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anty of bank deposits. The comptroller 
subjoins to his summary of the situation 
the following: 

“The theory” (guaranty of bank de- 
posits) states a well-known financial 
writer in a recent publication, “is that of 
insurance, but it has certain fundamental 
weaknesses which: are more serious in 
their effects upon banking than in their 
relation to most other kinds of business 
to which insurance is applied. Insurance 
is sound as a protection against unavoid- 
able hazards, but dangerous whenever it 
tends to increase the hazards. The in- 
surance or guaranty of bank deposits 
tends to increase the hazards by eliminat- 
ing the value of character as a banker’s 
asset. It tends to make all banks look 
alike to the public, and puts the careful, 
conservative banker, who is unwilling to 
make large promises and take large 
chances, at a disadvantage. The theory 
is at fault in placing more emphasis upon 
the payment of depositors after a bank 
has failed than upon preventing failure. 
Its weakness always develops a crisis.” 

The clearing house system of examina- 
tion would be the ideal plan for the pre- 
vention of bank failures if once this 
system were understood thoroughly by 
the bankers of this country. There will 
not be a clearing house city of any size 
or importance that can afford to be with- 
out a clearing house examiner within the 
next few years. This same idea can be 
carried out on a much smaller scale by 
any group of banks in several counties. 
These county organizations can employ 
skilled examiners under the supervision 
of their group chairman acting in the 
same capacity as the clearing house com- 
mittee, for the purpose of making one or 
two examinations each year of all the 
members, therefore giving to the country 
banker the same safeguards that the bank 
in the city has that is a member of a 
clearing house association which has the 
clearing house system of examination. 
These examiners would receive a salary 
commensurate with the quality of the 
work concerned and large enough in 
amount to attract men of recognized abil- 
ity and possessing extensive banking ex- 
perience. 

There is no better substitute for the 
guaranty of deposits than this system of 
examination. The benefits to the banks, 
to the people and to the commercial in- 
terests of any state that would accrue 
through the practical operation of this 
plan, are too obvious to make any ex- 
tended argument in its favor, but it will 
not be amiss to point out that if there 
are any weak banks in any group in any 
state, they would speedily be bolstered 
up or eliminated, and with their removal 
the danger of bank failures in the future 
would become a negligible quantity. 

With the close supervision now exer- 
cised over the banks by the Federal and 
state governments and which subjects all 
state and national banks to two examina- 
tions each year, supplemented by at least 
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one examination a year of all members 
of any particular county, group or groups 
by a clearing house examiner, it will be 
practically impossible for any bank to be 
so badly managed as to impair its solvency 
or to in any way place in jeopardy the 
interests of its depositors. 

Think what this would mean to the 
smallest and weakest member of the asso- 
ciation. Think what a satisfaction there 
would be to the banks of any community 
to be possessed of such accurate knowl- 
edge concerning the soundness and sol- 
vency of their correspondents that they 
can judge fairly as to their necessities 
and requirements when conditions arise to 
make necessary the granting to them of 
loan accommodations. 

The strong feature of the clearing house 
examination system is that it is made 
primarily for a bank and its directors. 
Upon the completion of his work the 
examiner hands a full report to the 
president and notifies all the directors 
that the result of the examination is 
available for their inspection and ap- 
proval. The examiner advises the clear- 
ing house committee of his investigation 
as showing the bank to be in a satisfactory 
condition, which completes the examina- 
tion. This same report could be made 
to a committee chosen by the banks in 
any county or group of counties, which 
would have the same power as has the 
clearing house committee in any of our 
larger cities. The cost of conducting such 
a system is very small compared to the 
results obtained. In those states where 
the guaranty of deposit law is in force, 
I believe if the clearing house system or 
county examination system were substi- 
tuted, it would save the banks thousands 
of dollars annually and provide a greater 
safeguard to them as well as to their 
depositors. 

The Secretary of the Clearing House 
Section will be glad to furnish any in- 
formation to the group or state secretary 
of any state regarding this system of 


_examination and the advantages it offers. 


Active Associations 


We are glad to add to the list of 
active clearing house associations in 
the country the following cities: 
Santa Barbara, Calif., Battle Creek, 
and Pontiac, Mich. 


Security for Acceptance Credits 


“Upon the following statement of facts 
the Federal Reserve Board was recently 
asked to rule whether the trust receipts 
in question are eligible as substituted 
security for acceptance credits extended 
to a customer in excess of 10 per cent. of 
the accepting bank’s capital and surplus. 
A bank grants an acceptance credit to a 
customer to finance a transaction involv- 
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ing the domestic shipment of goods, and, 
pursuant to the credit, accepts drafts 
drawn by that customer in an amount in 
excess of 10 per cent. of the bank’s cap- 
ital and surplus, the bank receiving from 
the customer and holding at the time of 
acceptance order railroad bills of lading 
covering the commodities which are the 
basis of the credit. 

“In order that the cars containing the 
commodities may be diverted to the ware- 
house in which the commodities are to 
be stored, it is necessary to surrender the 
bills of lading to the carrier, and when 
the proper time arrives the bank pro- 
poses to hand the bills of lading to the 
customer, taking in return a trust receipt 
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providing that the customer receives the 
bills of lading in trust and as agent for 
the bank and for the sale purpose of 
diverting the cars to the warehouse. This 
trust receipt will also recite that attached 
to it is a copy of the customer’s instruc- 
tions to the railroad requiring diversion 
of the cars to the warehouse, and also a 
copy of the customer’s instructions to the 
warehouse company to the effect that the 
warehouse receipts when issued be sent 
direct to the bank. Under these circum- 
stances will the accepting bank, during the 
six or seven day interval between the 
time it releases the bills of lading to the 
customer and the time it receives the 
warehouse receipts, be properly secured 
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as required by the provisions of the Fe« 
cral Reserve Act and the Board’s regula 
tions made pursuant thereto? 

“In the case presented the custome: 
would have access to and control over th: 
goods after he had received the orde: 
bills of lading and had given the accept 
ing bank the trust receipt, because th 
mere possession of the negotiable bills 0: 
lading would actually give the custome: 
such access and control irrespective of the 
terms of the trust instrument. The Fed 
eral Reserve Board is of the opinion. 
therefore, that the accepting bank would 
not be secured within the meaning of th: 
provision of section 13 during the time it 
held the customer’s trust receipt.” 


Bank -Aid in Business Building 


By ALSTON H. GARSIDE 


Manager of the Industrial Service Department of the Merchants National Bank of Boston 


FEW months ago the treasurer of a 
large manufacturing concern in 
New England found himself in- 
volved in an argument with the 

local tax authorities over the assessed 
valuation of his plant. In defending his 
position he found it necessary to obtain 
figures showing the valuations placed on 
similar properties in other manufactur- 
ing centres. He went to his bank with 
the request that it obtain this informa- 
tion for him.’ It did so. 

A short time afterwards this same 
manufacturer was confronted with re- 
quests from certain of his workers for 
increases in salary. He felt certain that 
he was already paying these employees 
as much as, or more than, his competi- 
tors were paying to workers of equal 
skill and responsibility. 
bank to verify this for him by obtain- 
ing wage data from other establishments. 
It did so. 

Shortly afterwards the manufacturer 
decided that he could buy certain raw 
materials much cheaper if he could ob- 
tain them direct from the producers in 
Europe instead of from the middlemen 
from whom he had been purchasing 
* them in the past. He asked the bank 
to put him in direct touch with reliable 
makers of the commodity in question in 
England, France, Germany, Belgium, 
and Switzerland. It did so. 

Still later the manufacturer found it 
necessary to obtain printed records of 
prices of certain commodities over a 
period of several months to present as 
evidence in a.law suit. He asked the 
bank to give him such records as it 
could secure from reliable authorities. 
It did so. 


‘ in building up their business. 


He asked his - 


These four services, all rendered with- 
in a period of four months to one cus- 
tomer, illustrate the practical way in 
which the Merchants National Bank ot 
Boston is cooperating with its depositors 
They are 
typical of the widely varying activities 
embraced by the term “industrial serv- 
ice” as such service has been developed 
by this institution. The bank organized 
this department five years ago with a 
view to serving simply the textile indus- 
try. It received so many inquiries and 
requests for assistance from other indus- 
tries it soon was obliged to broaden the 
scope of the department to cover buiness 
in general. 

It is extremely difficult to describe the 
activities of the Industrial Service De- 
partment, simply because they are so 
highly varied. A shoe manufacturer, 


_ finding labor conditions unsatisfactory 


in the town where he is located, decides 
to move elsewhere, and he asks the bank 
to find a vacant factory for him. A 
maker of factory supplies, having de- 
veloped a machine of particular interest 
to textile manufacturers, asks for a list 
of leading mill men who would be inter- 
ested in his particular article, and letters 
of introduction to some of them. The 
head of a large business house has to 
deliver an address at a trade conven- 
tion, and he asks for all sorts of statis- 
tics that he wishes to embody in his 
speech. The manufacturer of a staple 
product, selling throughout the country, 
asks for a report on industrial condi- 
tions in various parts of New England 
to assist him in laying out his advertis- 
ing and merchandising policy. A cotton 
merchant, in considering whether he 
should go “long” or “short” of the mar- 


ket, asks for information about the 
carry-over of cotton at the end of the 
last cotton season, and consumption and 
exports of cotton during the current 
season to date. 

Such is the work of the Industrial 
Service Department from day to day. 
At any one time it may be working on 
rock salt, automobiles, shoes and cotton. 
The department announces its willing- 
ness to do anything possible to help 
business men build up their business 
aleng safe, sound and profitable lines. 
The bank does not, of course, set itself 
up as an expert in any of the diverse 
lines of business with which it deals. It 
recognizes that a _ successful textile 
manufacturer, for example, knows much 
more about the wool business than the 
staff of its Industrial Service Depart- 
ment ever will know. But it has found 
that manufacturers and merchants in 
all lines of trade frequently find them- 
selves in need of information or assist- 
ance which the bank’s experienced in- 
vestigators can render. 

In establishing this service the bank 
proceeded on the theory that whatever 
helps the bank’s customers to success 
help the bank itself. The bank makes 
no effort to check up the cost of the 
department against directly traceable 
results along the lines of increased busi- 
ness from old customers or new ac- 
counts secured. It takes the broad posi- 
tion that in extending this service to 
business men it is building up a very 
substantial good will throughout the 
community which will become of in- 
creasing value to the bank as the years 
pass and must be given due credit in 
the consideration of such progress as 
the bank may make. 
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The value of the New Series of the good 
Maxwell is just as astonishing today as when 
these fine cars made their first appearance. 
The passage of time, and developments in 
the industry itself, only serve to emphasize 
their conspicuous position in today’s market. 


Cerd tires, non-skid front and rear; disc steel wheels, demountable at rim and at hub; 
drum type lamps; Alemite lubrication; motor driven electric horn; unusually long 
springs; deep, wide, roomy seats; real leatherupholstery in opencars, broadcloth inclosed 
cars; open car side curtains open with doors; clutch and brakes, steering and gear shift- 
ing remarkably easy; new type water-tight windshield. Prices F. O. B. Factory, revenue 
tax to be added: Touring Car, $885; Roadster, $885; Coupe, $1385; Sedan, $1485. 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 


MAXWELL MOTOR COMPANY, OF CANADA, LTD., WINDSOR, ONTARIO 


‘The Good 


MAAWELL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


Distribution of the Bank’s Overhead 


Mississippi Valley Trust Company, St. Louis 


natural consequence of a_bank’s 

growth. It arises from the de- 

mands of service for specialization, 
division of labor, and facility, and from 
a desire on the part of the institution to 
analyze. There are doubtless some who 
would question the latter motive, but upon 
reflection they would be compelled to ad- 
mit that any system of bookkeeping which 
involves the segregation of departmental 
earnings and direct expenses amounts to 
nothing more or less than analysis. The 
trouble is that such an analysis fails to 
be truthful. A department may pay the 
salaries of its own officers and clerks, 
and make a handsome profit. But if the 
president and other highly paid execu- 
tives give to it a great deal of their time, 
or if it occupies a large portion of ex- 
pensive floor space, then it should also 
earn enough to pay for such services or 
space. If it does not, the management 
should do one of two things—either turn 
the department wrong side out and de- 
termine what the trouble is, or concen- 
trate on some more profitable branch of 
the business. Hence the need for dis- 
tribution of overhead. 

We shall take for the purpose of illus- 
trating this subject a moderate sized city 
bank, operating all departments under 
one corporate charter. We shall call it 
the First National Bank, and assume such 
facts as are capable of bearing out the 
principles involved. 


D= RTMENTALIZATION is the 


Revenue-Earning Departments 


The revenue-earning departments are 
the ones which it is desired to analyze. 
We shall say the First National Bank 
has the following: 

Commercial Banking Department, Coun- 
try Banks Department, Foreign Depart- 
ment, Savings Department, Bond Depart- 
ment, Safe Deposit Department, and the 
Trust Department. 

The savings and the country banks 
departments are closely allied with the 
commercial banking department, for all 
three depend upon the lending of funds 
for their income. The bond, safe deposit 
and trust departments, however, are more 
or less independent. 


Contributory Departments 


There is another group—those which 
contribute to the operation and develop- 
ment of the revenue-earning departments, 
but have no income of their own. Of 
these we shall say the First National has 
the following: 

Auditing Department, Central Steno- 
graphic Department, Employees’ Lunch 
Room, Printing and Multigraphing De- 
partment, Purchasing and Stock Depart- 
ments, Advertising Department, New 
Business Department. 

In some institutions other divisions 
might be added, such as analysis, disburs- 
ing, public service, statistical, etc. 


By DALE GRAHAM 


The cost of the contributory units 
should be borne proportionately by the 
revenue-earning departments according to 
the service rendered to each. The man- 
ner of arriving at a fair distribution will 
presently be discussed in detail. 


General Pro-Rate Items 


General overhead expenses are dis- 
tributed among both the revenue-earning 
and the contributory departments. They 
include rent, light and power, heat and 
fuel, telephone and telegraph, directors’ 
fees, pro-rate officers’ salaries, and build- 
ing maintenance. As it is necessary to 
divide such expenses, first, in order that 
they may be included in the cost of the 
contributory units as charged to the 
revenue-earning group, we shall accord- 
ingly consider them first. 


Directors’ Fees, etc. 


The First National Bank’s board of 
directors spends about 50 per cent. of its 
time handling matters pertaining to loans, 
about 20 per cent. on bond department, 
10 per cent on trust department, and 
practically none on safe deposit depart- 
ment matters. The remainder, we shall 
say, is chargeable 8 per cent. to com- 
mercial banking, 5 per cent. to country 
banks, 4 per cent. to savings, and 3 per 
cent. to foreign department. 

The total resources amount to $60,000,- 
000. Thirty millions of this represent 
commercial deposits, $12,000,000 country 
bank deposits, $12,000,000 savings funds, 
and the remaining $6,000,000 stockholders’ 
equity. The distribution of the 50 per 
cent. of the directors’ expenses charge- 
able to loans will therefore be as follows: 
Commercial banking, 25 per cent.; coun- 
try banks, 10 per cent.; savings, 10 per 
cent.; capital and surplus (not consid- 
ered), per cent. With the direct 
charges added, the final schedule would be 

Commercial Banking Department 33% 
Country Banks Department 

Foreign Department 

Savings Department 

Bond Department 


Trust Department 
(Lending of Capital Resources) 5% 


100% 
An analytical survey of the facts will 
make possible the arrangement of a sched- 
ule which, once determined, will seldom 
netd revision. 


Officers’ Salaries 


The salaries of all officers whose activi- 
ties are confined to particular depart- 
ments should be borne by such depart- 
ments. It is only in those who divide 
their time and influence that we are at 
present interested. 

Let us say that Mr. White, chairman 
of the board, is not an active officer, but 
attends board meetings. His general in- 
fluence and prestige does not operate 
more favorably to one department than 


642 


‘only 4,000 square feet. 


another, so we shall divide his salary in 
exactly the same manner as the directois’ 
fees. 

Mr. Carter, president, is the executive 
head. He spends three-fourths of his 
time handling banking department. ma‘- 
ters, but because of his previous connec- 
tion with a large bond house he is well 
known and attracts many customers to 
the bond department. So we may adjust 
the pro-rating of his salary as follows: 

Commercial Banking 
Country Banks 
Foreign Department . 
Savings Department 
Bond partment .. 


Trust_Department 
Safe Deposit Department 


The president himself can best dictate 
how his salary should be divided. 

To curtail as far as possible an unavoid- 
ably long article, it simply may be said 
that the salary of each officer should be 
divided among the departments he benc- 
fits according to time spent and the value 
of his services or prestige. 


Rent 


The amount of rent paid by each de- 
partment should be based, of course, on 
floor space. But all space is not of the 
same value; nor can any rigid method 
of determining values be established. It 
is first necessary to know the cost (if 
the bank pays rent) or the value of the 
space (if the bank owns the property) 
for one month. With this information 
at hand it is then essential to appraisc 
the relative desirability of the various 
areas. 

Let us assume that the First National 
Bank rents the first two floors of a build- 
ing on a lot fronting 100 feet and 150 fect 
deep. On the first floor there are 15,000 
square feet of space; on the second floor, 
due to the skylight opening, there are 
The amount of 
rent paid is $36,000 per year, or $3,000 


_per_ month, 


We decide that the front half of the 
main floor 7,500 sq. ft.) is the most 
desirable from all angles, that the rear 
half (7,500 sq. ft.) is next, and that the 
front and rear halves of the second floor 
area (2,000 sq. ft. each) are, respectively, 
third and fourth in value. 

In order to establish the price per 
square foot per month of each of the 
above areas it is necessary to reduce all 
space to the terms of the cheapest unit— 
a square foot of fourth grade space. This 
is done by multiplying 

7,500 sq. (first 


space) 


4 30,000 sq. ft. 


22,500 sq. 
4,000 sq. 
2,000 sq. 


58,500 sq. 
The above operation shows that we have 
the equivalent in value of 58,500 square 


100% 

J sq. it. ird grade 

2,000 sq. ft. (fourth grade 
ft. 

= 
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feet of fourth grade space. On the basis 
of $3,000 per month, a square foot of 
this grade space cost $0.0512. Third 
yrade space costs twice as much, or 
$0.1024; second grade space three times 
as much, or $0.1536; first grade space 
four times the amount, or $0.2048. This 
would prove out as follows: 

7,500 first grade @ $0.2048..$1,536.00 

7,500 second grade @ $0.1536.. 1,152.00 

2,000 third grade @ ae 204.80 

2,000 fourth grade @ $0.0512.. 102.40 

$2,995.20 

The above example could have been ar- 
ranged to prove out in even figures, but 
in “real life” it seldom happens that way, 
unless decimals are carried to great 
length. The discrepancy can be adjusted 
easily by the well-known but questionable 
expedient of. “padding.” 

It is quite desirable to chart the build- 
ing before beginning the above calcula- 
tions to show the areas of different val- 
ues and the departments which occupy 
them. Colored crayons are useful in 
indicating the relative values. If it is 
desired to be extremely technical, the cost 
of the general lobby space may be dis- 
tributed among the departments on some 
reasonable basis. 

Had the bank owned the building and 
paid no rent, it would have been neces- 
sary to arrive at a fair rental value based 
upon prevailing prices for space of simi- 
lar character. The “wash” bookkeeping 
entries necessary under such .conditions 
will be explained later. 
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Light and Power—Heat and Fuel 


Current for lighting purposes can well 
be distributed on the basis of floor space 
occupied. Power for operating various 
bookkeeping machines could not be justi- 
fiably charged in the same manner, but 
the amount is usually so small in com- 
parison that it may be overlooked. To 
determine the percentages to be used on 
this item—and all others based on floor 
space—it is necessary to establish a re- 
lationship of each department’s space to 
the whole area. This is done by dividing 
the former by the latter. 

The expense of heating the building 
may also be distributed on the basis of 


floor space. 


Telephone and Telegraph Charges 


Telephone rentals and operators’ sala- 
ries may be charged according to the 
number of phones each department oper- 
ates. This percentage schedule (deter- 
mined on the same principle as the floor 
space figures), once arranged, will sel- 
dom change. Long distance calls should 
be paid for, of course, by the department 
originating them. If a telegraph station 
is maintained, its cost may be pro-rated 
on the basis of the volume of business 
done for each department. 


Building Maintenance 


Building maintenance includes salaries 
of janitors, cost of brooms, mops, etc., 
and the expense of general repairs on the 
building. It should not, however, include 


SCHEDULE FOR DISTRIBUTION 


CLASS OF EXPENSE 


Com’! Banking Dept. 
Bond Department 


LIGHT AND POWER.... 
HEAT AND FUEL....... 
TELEPHONE AND 
5% 
DIRECTORS’ FEES, ETC.| 33%|15%| 3% 
PRO-RATE OFFICERS’ 
SALARIES: 
Mr. White, Chairman... 33%|15%| 3% 
5%) 2% 
Mr. Day, Vice-Pres 
Mr. Martin, Vioe-Pres. 
Mr. Hanley, Cashier... 
Mr. Clark, Asst. Cashier . 
BLDG. MAINTENANCE. 
AUDITING DEPT 
CENT. STENOGRAPHIC. 
LUNCH ROOM 
PR. AND MULTIGRAPH. 


25%| 2%| 2% 
50%| 5%} 5% 
20%|30%| 10% 
45%| 5%) 5% 


30%] 10%} . . - 

PURCH. AND STOCK 
DEPARTMENT 5%} 5%} 10%} 15% 
ADVERTISING DEPT.. .| Charjged |direjct to | Profit 
NEW BUSINESS DEPT. .| Charjged |dire|ct to | Profit 
MISCELLANEOUS 50%| 5%} 5%| 15% 


10%} 25%} : 


Auditing Department 
Bldg. Maintenance 
Cent. Stenog. Dept. 


Advertising Dept. 
New Business Dept. 


Multigraphing Dept. 


Purchasing and 


Lunch Room 
Printing and 
Stock Departments 


643 


special alteration work done in a single 
department’s quarters. Maintenance ex- 
pense may be pro-rated on the basis of 
floor space occupied. 


Auditing Department 


The auditing department serves the 
entire institution. Its expenses, including 
salaries, rent, stationery, etc., should be 
distributed among the revenue-earning 
departments according to the amount of 
work done or time spent for each. 


Central Stenographic Department 


The central stenographic department 
should be paid for according to the 
amount of work done for each depart- 
oe The manager can easily determine 
this. 


Employees’ Lunch Room 


All expenses for employees’ welfare, 
such as cost of meals or lunch room 
deficits, medical attention, athletic or 
social activities, etc., should be pro-rated 
according to the number of employees in 
each department. The slight variation 
which occurs from time to time in the 
number of employees in given depart- 
ments is not sufficiently important to de- 
mand frequent revisions. 


Printing, Stock, Etc. 


The person in charge of the printing 
and multigraphing department can fur- 
nish information as to the relative amount 
of work done for different departments. 
The cost of maintaining the purchasing 
and stock divisions should also be charged 
on the basis of the services rendered each 
department. 


Advertising and New Business 


Probably the ideal way to handle ad- 
vertising and new business department ex- 
pense is to set aside out of undivided 
profits at the beginning of the year the 
amount it is desired to spend. This need 
not be a physical separation; the expenses 
may be charged in the usual manner, but 
instead of being pro-rated to departments 
may be closed direct to profit and loss. 
The results of some general advertising 
are so uncertain and so intangible that it 
is almost impossible to allocate the costs 
to departments with any degree of fair- 
ness. Even if such allocation were pos- 
sible, it would be improper to assess such 
expense to current earnings when the re- 
sults might be spread over a period of 
years. The same principle applies in a 
modified degree to new business solici- 
tation. Therefore, in the writer’s opinion, 
all information concerning advertising and 
new business, including direct appeals or 
solicitation for respective departments, 
should be carefully compiled and com- 
pared with the increase of business and 
profits, but no charges should be made 
against current earnings. Appropriations 
for business development should be based 
on net operating earnings, not on what is 
left after paying a heavy advertising bill. 


= 
Bi 
2 
Ale 
$183] $357] $384) $420) $210]....] $87] $156] $100) $74) $46) $125 
10%) 8%} 4%]....1 3%] 10%] 4%] 8%) 2%) 3% 
8%} 10%} 8%) 3%] 10%] 4%] 8%] 2%) 3% 
25%) 15%! 3%|....| 2%] 1%! 1%] 3%| 2%] 3% 
6%| 12%| 14%} 3%} 5%} 2%] 6%] 2%)..... 
and |Loss. 
and |Loss. 
5%} 20%].....].. ; 
Fig. 
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Miscellaneous 


It is always necessary to provide for 
unusual and unforeseen items. The 
schedule for miscellaneous items should 
be based upon the existing circumstances 
and applied to every pro-rate item not 
taken care of by the regular classifica- 
tions. 


Making the Distribution 


After the various percentages have 
been agreed upon it is best to compile 
them in one schedule, such as illustrated 
in Figure 1. A copy of this schedule 
should be furnished each department. 

loose-leaf classified departmental 
ledger sheet was illustrated and the ledg- 
er was explained in detail in the article 
“Harnessing the Bank’s Expenses,” which 
appeared in the February number of the 
JourNAL. The reader may recall that each 
revenue-earning and each contributory de- 
partment was provided with a page. In 
addition, our First National Bank will 
have a pro-rate page. The entire book 
will contain the following accounts: 
Officers’ Salaries 
Rent 
Light and Power 
Heat and Fuel 
Telephone and Telegraph 
Directors’ Fees 
Building Maintenance 
. Auditing Department 
. Central Stenographic Department 
. Employees’ Lunch Room 
Printing and Multigraphing Department 
Purchasing and Stock Departments 
. Commercial Banking Department 
. Country Banks Department 
. Foreign Department 

. Savings Department 

. Bond Department 

. Safe Deposit Department 

. Trust Department 

. Advertising and Advertising Department 

. New Business Department 

This ledger, as was explained in the 
article referred to above, should be the 
only expense book in the institution. All 
bills should be paid and vouched through 
one disbursing department and _ posted 
direct to the proper departments and 
proper classifications. 


. Pro-rate Sheet 


Closing the Books 


After the month’s posting has been 
completed and the totals brought down, 
the following is the procedure: 

First, close out the officers’ salaries item of 
the pro-rate account into the revenue-earning 
and contributory departments, and (in this case 
an officer devotes some time to looking after 
the building) to building maintenance. The 
method of arriving at the amount to be charged 
each department is explained by the work 
sheets, Figures 2 and 3. Figure 2 shows the 
division of an officer’s salary, and Figure 3 
indicates the manner of recapitulation accord- 
ing to departments. The pro-rate salaries item 
seldom changes in amount, and one table of 
charges may be used for months. 

It is understood, of course, that all salaries 
other than those which are pro-rated as de- 
scribed above should be charged direct to the 
ledger sheets of the respective departments. 


It is well to have the pay roll book to conform 
with the departmental divisions. 

Second, close out the remainder of the pro- 
rate sheet items (rent, light and power, heat 
and fuel, telephone and telegraph, directors’ 
fees, and building maintenance) into the con- 
tributory and revenue-earning department ac- 
counts. These may be posted into the respec- 
tive classified columns of such accounts. 


Third, close out the total expenses of the 
contributory departments into the revenue- 
earning departments’ accounts, according to 
the schedule of percentages. 

Fourth, close out the entire expense ledger 
by collecting from departments, charging gen- 
eral expense accounts, or charging profit and 
loss, whichever is the practice. This phase is 
also discussed in the article “Harnessing the 
Bank’s Expenses.” If the purchasing and stock 
departments therein described are used, another 
expense page, “General Stock Expense,” might 
be added. 

If it is desired to pro-rate the current 
advertising and new business expenses, it 
may be done very easily from a bookkeep- 
ing standpoint. But it should be borne 
in mind that while savings department 
advertising is good general publicity for 
the whole institution, it would have little 
effect on prospective bond buyers. On 
the other hand, bond, or trust, or safe 
deposit department advertising might so 
impress the institution’s name on a sav- 
ings prospect as to induce him to select 
it for his account. The trust department 
is helped comparatively little by the ad- 
vertising of other departments: trust 
copy must carry its own message. Then 
the question arises as to how the expense 
of general advertising is to be distributed. 
On the whole, the problem is a difficult 
one. 
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RECAPITULATION — DIVISION 
OF OFFICERS’ SALARIES 


Savings _... Department 


. White, Chairman. .$ 
. Carter, Pres.......$ 
. Day, Vice-Pres....$ 
. Martin, Vice-Pres..$ 
. Hanley, Cashier. ..$ 


Fig. 3 


If the bank pays no retit, a conserva- 
tive estimate of the value of the space 
may be made, each department charged 
for its share as above outlined, and the 
amount credited to profit and loss. Of 
course, the expense itself is also charged 
to profit and loss, so the entries consti- 
tute a “wash” transaction. If desired, 
the amount charged the departments 
might be applied to writing off the build- 
ing account. At any rate, the item of 
rent should not be ignored, for even if 
the bank pays no rent it loses what it 
might otherwise collect from a tenant. 


Do the Results Justify the Effort? 


One of the first things a_ practical 
banker would ask himself is, “What are 
the benefits of all this complicated sys- 

(Concluded on page 652) 


DIVISION OF OFFICERS’ SALARIES 


Name of Officer Carter 
Salary for month. $2500 


_% chargeable to Com’L BANKING DEPARTMENT 


chargeable to Country BANKs DEPARTMENT 


chargeable 
chargeable 
chargeable 
chargeable 
chargeable 
Yo chargeable 
chargeable 
chargeable 
chargeable 
% chargeable 
% chargeable 
chargeable 
chargeable 
TOTAL 


ForEIGN DEPARTMENT 
Savincs DEPARTMENT 
Bonp DEPARTMENT 

SaFE Deposir DEPARTMENT 
Trust DEPARTMENT 
AUDITING DEPARTMENT... 


Bipc. MAINTENANCE 


PRINTING AND Mutt. Dept 
PurRCHASING AND StocK Dept 
ADVERTISING DEPARTMENT 


New Business DEPARTMENT 
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Mr 
Mr 
Mr \ 
\ 
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TOTAL. 040 
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1575 
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to 
to 
to Cent. STENoG. 
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to 
\ 
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Fig. 2 
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CITIZENS BANK OF WINTERS 


WINTERS, CAL. 


W. H. Parker, Architect 
White glazed Terra Cotta 


The INFLUENCE of 


an imposing BANK BUILDING 


“The influence of the bank on the daily life of the community is continually increasing, and it 1s not 
too much to say that just as the church stands for the highest ideals in the spiritual life, so the bank 
seeks to elevate and maintain them in the business and social life of the community.” —ALFRED HOPKINS 


Gon E are the days when the community bank 
was a mere collection of rooms with barred 
windows. The modern bank not only occupies its 
own building—often it represents the finest archi- 
tecture in the community. 

Today the banker takes great pride in the appear- 
ance of his building. He realizes the influence that 
good architecture has on the community. And 
further, he appreciates the value and importance 
of good architecture from a business point of view. 
The banker knows that a handsome, imposing 
building influences the prospective depositor, that 
strangers will be attracted to that bank whose 
external appearance bespeaks dignity, strength 


and security. 


TERRA 


Permanent 


Beautiful 


An excellent example of this type of bank is 
afforded by the Citizens Bank of Winters. Hand- 
some, graceful and dignified, it gives the prospective 
depositor a clear impressionof strengthand stability. 


Like so many other banks all over the country the 
Citizens Bank of Winters is faced with Terra Cotta. In 
no other facing material can such artistic effects be 
attained at such moderate cost. In addition, Terra Cotta 
is fire-resistant, weatherproof and dirtproof. An occa- 
sional washing with soap and water will restore the 
original bright surface. 


If you are planning a new bank building, or an alter- 
ation of your present one, let us know about it. We caa 
send you information which may save you time and 
money when you decide to build. Address National Terra 
Cotta Society, 1 Madison Avenue, New York, N. Y. 


COTTA 


Profitable. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Withholding Credit 
(Continued from page 612) 


source of much of the criticism of the 
Federal reserve banks by those who have 
not understood the true cause of the dif- 
ficulties. 

It is beyond the power or province of 
the Federal reserve banks to prevent mis- 
takes of judgment or unwise banking 
practices on the part of individual mem- 
ber banks. The direct responsibility for 
the granting or withholding of credit 
rests upon the officers and directors of 
the 30,000 banks of the United States. 
This democratic distribution of responsi- 
bility for the management of the coun- 
try’s financial resources is thoroughly in 
keeping with the American genius. The 
establishment of the reserve system has 
not shifted the responsibility. It has 
given the individual member bank greater 
reserve power. It has assembled in a sys- 
tem of reservoirs the bulk of the banking 
resources of the country. But the ad- 
ministration of these resources still lies 
with the individual banker. 


The Only Real Solution 


If the economic needs of Europe were 
the primary consideration in international 
policy our course would be _ tolerably 
clear. We should recognize at once that 
modern industrial and transport condi- 
tions have brought all countries into such 
close trading relationship as to make 
each an integral part of the trading 
world as a whole. One nation, and 
still more a large group of nations, can- 
not be broken up and impoverished so as 
to destroy its ability to function without 


throwing the entire machine out of gear.. 


If Russia fails to buy tea in China or 
India, our Eastern market for cottons 
is narrowed, the United States sells less 
raw cotton to us, and our shipping, bank- 
ing, and insurance business is impaired. 
Illustrations could be multiplied indefi- 
nitely, showing how the trade of each 
country is linked up with that of the 
whole world. Our own trade cannot 
recover its pre-war activity whilst so 
many countries continue in their present 
broken-down condition, and though our 
plans to foster our export trade by the 
grant of special credit facilities may be 
a temporary palliative, the only lasting 
solution of the problem is by the re- 
establishment of genuine peace and an 
ordered system of government through- 
out Europe—From the annual address 
of Rt. Hon. R. McKenna, chairman of 
the London, Joint, City and Midland 
Bank. 


The business of inviting, accepting 
and properly managing individual trusts 
is far reaching—human—sacred. Only 
the highest type of man or . woman 
should be entrusted with these tasks. 
The very highest type of men and women 
are now engaged in this work. But they 
are not enough. The trust business of this 
country has only begun. There is no 
institution in America today that stands 
in a more commanding position of use- 
fulness than the one clothed with power 
to transact a fiduciary business. 
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From the New_York 
Herald of Sept, 21,1837. 


Good as gold 
then 
Good as gold 
today 


Seeking new 
business on 
our record 


esenting | © 


ric acid, | OFF 


Founded 1824 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
BROADWAY AND CHAMBERS, FACING CITY HALL 


Executive Council Member 


Wm. B. Spiva, cashier of the 
Bank of Somerset, Princess Anne, 
Md., has been appointed a member 
of the Executive Council of the 
American Bankers Association to 
fill the vacancy caused by the resig- 
nation of John W. Ennis. 


In these times every.precaution is 
worth your while. 


H. Douglas Davis, heretofore an 
assistant secretary, has been ap- 
pointed trust officer of the Plain- 
field Trust Company, Plainfield, 
N. J. 


J. A. Lewis, vice-president of the 
Irving National Bank of New York, 
has been elected president of the 
Republic National Bank of St. 


Louis. 
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‘Shall We Loan 
the Oil Industry ?”’ 


BANKS outside the Mid-Continent Field can know, definitely, 

when wisely to make oil-field loans or withhold them by 
writing or wiring the Exchange Banks of Tulsa. For the pro- 
tection of correspondent institutions there is on file here the credit 
responsibility of all men or concerns of consequence in the ter- 
ritory. If your bank is not represented in Tulsa, correspondence 


is invited. 
The Resources D; 
of These Banks irectorate 
Exceed W. BROWNLEE A HULL 
Dollars At. ALISON McGRAW SINCLATR 
EXCHANGE BANKS OF TULSA 
Che 
National Bank Trust Company 


a 
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New and Regained Members from January 25 to February 26, 1922, Inclusive 


Alabama 
Pasmene & Merchants Bank, Hartsells 61- 


California 


Security Trust & Savings Bank, yoomney 
Ave. Branch, Los Angeles 16-10. 


Connecticut 
ae City Trust Co., Jewett City, 51- 


Bankers Trust Co., Norwich 51-123. 


Florida 


National Bank of Winter Haven, Winter 
Haven 63-366. 


Georgia 
Citizens Banking Co., Eastman 64-251. 
Bank of Roopville, Roopville 64-869. 
First National Bank, Sparta 64-299. 
Bank of Valdosta, Valdosta 64-893. 
& Farmers Bank, Willacoochee 


Illinois 
Ashland State Bank, Chicago 2-319. 
Equitable Trust Co., Chicago 2-333. 
First Italian State Bank, Chicago 2-310. 
International State Bank, Chicago 2-313. 
we Hope State Bank, Good Hope 70- 


First State Bank, Maple Park 70-1438. 
aes Loan & ‘Trust Co., Shelbyville, 
First National 


Bank, Waddams Grove, 
70-200. 


Bank of _—e Wataga 70-1074. 
First National Bank, Xenia 70- 2053. 
First National Bank, Zeigler 70-2051. 


Indiana 
Peoples Trust Co., Muncie 71-67. 


Iowa 
Eliston Savings Bank, Ellston 72-1883. 
Menlo State Bank, Menlo 72-1464. 
Farmers State Bank, Shell Rock 72-780. 


Kansas 
First State Bank, Bellaire 83-736. 
Exchange State Bank, Gove 83-850 
First National Bank, Harveyville 83-1384. 
Peoples State Bank, Lebo 83-545. __ 
State Bank of Paxico, Paxico 83-985. 
Farmers State Bank, Pretty Prairie 83- 


1309. 
a of White Water, White Water 83- 


Yates Center State Bank, Yates Center 
83-1159. 


Maine 


Westbrook Trust Co., Westbrook 52-220. 
Michigan 
First State Savings Bank, Gladwin 74-462. 
Exchange Bank of Charles» M. Cook & 
Co., McGregor 74-732. 


Minnesota 


Groningen State Bank, Groningen 75-1336. 
Farmers & Merchants State Bank, Hamp- 


ton 75-1519. 
ag National Bank, Lake Wilson 75- 


Citizens State Bank, Matawan 75-844. 
rong State Bank, Melrose 75-170. 
a tate Bank, North Branch 75- 


122 
‘wattonal Bank, West Concord 75- 


Missouri 
First National Bank, Adrian 80-1311. 


Nebraska 


Clatonia State Bank, Clatonia 76-1226. 
“a County Bank, Lodgepole 76- 


South Omaha Savings Bank, Omaha 27-52. 

Farmers & Merchants State Bank, Pen- 
der, 76-1239. 

Bank of Plymouth, Plymouth 76-841. 

Farmers & Traders Bank, Waco 76-902. 


New Jersey 


New Jersey Title Guarantee & Trust Co., 
Bergen Branch, Jersey City 55-38. 

Trust Co. of Orange, Orange 55-175. 

Roselle Park Trust Co., Roselle P. 0O., 
Roselle Park 55-511. 

Ventnor Trust Co., Atlantic City P. U., 
Ventnor City 55-521. 

Woodbury Trust Co., Ww oodbury 55-328. 


New Mexico 
Farmers State Bank, Moriarty 95-174. 


New York 
Bank of United States, Bronx Branch, 
New York 1-277. 


New York—Continued 
New York Life Ins.. & Trust Co., Ney 
York 1-173. 
State Bank of Richmond Co., Port Rich 
mond, New York 1-458. 
Chas. oa Barney & Co., 15 Broad St., New 
York. 


North Carolina 


Bank of Dover, Dover 66-343. 

Bank of Franklin, Franklin 66-294. 
Monroe Bank & Trust Co., Monroe 66-155. 
Bank of Wilkes, Wilkesboro 66-470. 


North Dakota J 
Esmond State Bank, Esmond 77-292, 
(Concluded on page 654) 
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lithographing 
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Write for circular 


“Secciric Purpose Equipment 


KALAMAZOO 


Loose LEAF BINDER CO. 
KALAMAZOO, MICH. 
Service-Sales Offices Everywhere 
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ROME C. STEPHENSON 


PRESIDENT, ST. JOSEPH LOAN AND TRUST COMPANY, SOUTH BEND, IND. 
FORMER PRESIDENT, SAVINGS BANK SECTION OF THE AMERICAN BANKERS’ ASSOCIATION 


The progressive and prudent business and banking thought of America 
has endorsed the idea of a complete audit of the commercial borrower’s 
books at regular intervals by a reliable and disinterested certified public 
accountant. 


The Reserve City Bankers’ Association, recognizing the importance of the 
complete audit, has gone on record in commending it as an essential practice 
in the regulation of sound business. 

The complete audit offers a two-fold advantage. It provides the business 
man with definite facts and figures concerning his affairs and it removes the 
temptation to appraise conditions with undue optimism. At the same time 
the complete audit strengthens the banker’s judgment in determining the 
actual condition of the borrower’s business, and thus contributes in a sub- 
stantial way to the development of exact information upon which all pros- 
perous business is founded. 


Published in the interest of better Business 


BY ERNST & ERNST 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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New Banks Organized 


ALABAMA 
Mobile—State Savings Bank. Capital, 
$55,000. 
ARIZONA 


Holbrook—Bank of Holbrook. Capi- 
tal, $200,000. President, Julius Wetzler ; 
cashier, Fred Wetzler. 

Wickenburg—Traders Bank. Capital, 
$25,000. President, B. C. Strangham; 
cashier, W. R. Curry. 

Williams—Grand Canyon Bank. Capi- 
tal, $50,000. 

CALIFORNIA 


Berkeley—Berkeley Commercial and 
Savings Bank. Capital, $300,000. 
Lemorre—Bank of Lemorre. 

$25,000. 

Lodi—Citizens National Bank. Cap- 
ital, $200,000. President, Jno. B. Cory; 
cashier, Frederic Spoerke. 

Long Beach—American 
Capital, $200,000. 

Modesto — Stanislaus County Bank. 
$50,000. 

Niland—Farmers Bank of Imperial 
Valley. Capital, $25,000. 

San Andreas—Commercial and Savings 
Bank. Capital, $25,000. 

Sierra Madre—Sierra Madre Savings 
Bank. Capital, $25,000 

Walnut Park—Walnut Park Commer- 
cial and Savings Bank. Capital, $25,000. 


FLORIDA 

Miami — Commercial Trust Company. 
Capital, $300,000. President, C. M. Clay- 
ton; secretary, T. F. Donovan. 

Winter Haven — National Bank of 
Winter Haven. Capital, $75,000. Presi- 
dent, Roswell C. Erwin; cashier, C. E. 
Reed, Jr. 


Capital, 


State Bank. 


GEORGIA 
Adrian — Merchants Bank. Cashier, 
Fred Flanders. 
Atlanta — Citizens Trust Company. 
Capital, $500,000. President, H. C. Dugas. 
Cochran — State Bank of Cochran. 
Capital, $25,000. 


ILLINOIS 


Chicago—Bankers State Bank. Cap- 
ital, $100,000. President, Samuel F. Flow- 
er; cashier, Chas. H. Irish. 


INDIANA 

Leiters Ford—Leiters Ford State Bank. 
Capital, $25,000. 

Oolitic—Oolitic State Bank. Capital, 
$25,000. 

Vincennes — North Side State Bank. 
President, Jasper McCormick; cashier, 
Geo. L. Wall. 

KANSAS 
Horace—Horace State Bank. Capital, 
10,000. President, C. R. Hudspeth; 

cashier, W. R. Zener. 

Viola—Citizens State Bank. Capital, 
$10,000. President, W. N. Grimsley; 
cashier, C. H. Merriweather. 


KENTUCKY 
Dover—Bank of Dover. Capital, $15,- 
000. Cashier, H. T. Ashbury. 
Springfield—Washington County Bank. 
Capital, $25,000. President, B. 
Cregor; cashier, W. H. Wharton. 


MICHIGAN 
Alpena—Peoples State Bank. Capital, 
00,000. 


’ 


MINNESOTA 


Richfield — Richfield National Bank. 
Capital, $25,000. President, J. W. Black; 
acting cashier, A. H. Nieter. 


New York 
Palmyra — State Bank of Palmyra. 
Capital, $50,000. 
New Riegel—New Riegel State Bank. 
Capital, $25,000. 


OKLAHOMA 


Aline—Clarks National Bank. Capital, 
$25,000. (Conversion of Aline State 
Bank.) President, E. R. Clark; cashier, 
E. V. Parker. 

Centrahoma — First National Bank. 
Capital, $25,000. (Succeeds Peoples 
State Bank.) President, A. M. Stuart; 
cashier, Ollye Arringtan. 

Coweta—Security National Bank. Cap- 
ital, $30,000. (Conversion of First State 
Bank.) President, J. L. Trower ; cashier, 
W. H. Rust. 

Delaware—First State Bank. Capital, 
$10,000. President, B. F. Devan; cashier, 
C. T. McCarty. 


Depew—State National Bank. Capital, 
$25,000. (Conversion of First State 
Bank.) President, J. L. West; cashier, 
H. G. Merryman. 

Kenefick—First National Bank. Cap- 
ital, $25,000. (Succeeds Kenefick State 
Bank.) President, J. R. McKinney; 
cashier, H. P. Watkins. 

Locust Grove—First National Bank. 
Capital, $25,000. (Conversion of First 
State Bank.) President, Wallace B. 
Kane; cashier, J. E. Mann. 


PENNSYLVANIA 
Easton — Lafayette Trust Company. 
Capital, $125,000. President, Arthur Scip. 
Shickshinny—Farmers State Bank. 


SoutH DaKota 
Centerville — Farmers Security State 
Bank. 
Lesterville — Community State Bank. 
Cashier, F. A. Wagner. 


TENNESSEE 
Memphis — Columbia Savings Bank. 
Capital, $100,000. 


TEXAS 


Bronte—Guaranty State Bank. Cap- 
ital, $25,000. President, L. T. Young- 
blood; cashier, Miss Carrie Glenn. 

Ennis—Farmers State Bank. Capital, 
$50,000. President, J. W. Weatherford; 
cashier, C. E. Hawkins. 

Ennis—First National Bank. Capital, 
$200,000. President, Edmund Raphael; 
cashier, R. T. Blakey. 

Follett—Follett National Bank. Cap- 
ital, $25,000. (Conversion of First State 
Bank.) President, W. E. Stuart; cash- 
ier, A. W. Kincale. 


WASHINGTON 
Enumclaw—First National Bank. Cap- 
ital, $60,000. (Conversion First State 
Bank. ) President, . A. Johansen ; 

cashier, $. B. Lafromboise. 


WISCONSIN 
Madison—Commercial Trust Company. 
Capital, $300,000. 
Milwaukee—Liberty State Bank. Cap- 
ital, $100,000. President, I. J. Rosenberg ; 
cashier, E. G. Schleiger. 


Mortuary Record of Association Members 


REPORTED FROM JANUARY 25, 1922, TO FEBRUARY 26, 1922 


Brown, Samuel B., president Albany Na- 
tional Bank, Albany, Ga 

Carpenter, L. N., vice-president the First 
National Bank, Lovelock, Nevada. 

Clark, Otis Leonard, vice-president Eu- 
faula National Bank, Eufaula, Okla. 

Crowell, Joshua, president First National 
Bank, Yarmouthport, Mass. 

Foster, Scott, former president of Peoples 
Bank, New York City. 

Goff, Strother, president Clark County 
National Bank, Winchester, Ky. 

Hooker, John, cashier Scottsburg State 
Bank, Scottsburg, Indiana. 


Jeffrey, Ellsworth W., former president 
Peoples Exchange Bank, Elmdale, 
Kans. 

Johnson, George, cashier First National 
Bank, Shreveport, La. 

Keely, Thomas, vice-president First Na- 
tional Bank, Denver, Colo. 

Markle, E. F., director of First National 
Bank, Minneapolis, Minn. 

Maynard, Charles H., president Maynard 
Allen State Bank, Portland, Mich. 

Potter, James Brown, member Interna- 
tional Banking House, Brown Bros. & 
Co., New York, N. Y. 
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Scott, Foster, president Peoples Bank, 
New York City. 

Starr, O. N., president Calhoun National 

\ Bank, Calhoun, Ga. 

Vance, Capt. Reginald C., president 
Planters National Bank, Fredericks- 
burg, Va. 

Winsor, Henry C., president Asbury Park 
= Ocean Grove Bank, Asbury Park, 


J. 
Wolf, John R., president Exchange State 
Bank, Lanark, III 
Sullivan, Col. J. J., chairman Central 
National Bank, Savings and Trust Co., 
Cleveland, Ohio. 
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“I Will Drown; No 


Bureau of One Shall Save Me!” 


Canadian 


Information 
HE Canadian Pacific 


Not all errors in English are 
quite as glaring as this horrible 
example of the incorrect use 
of “‘shall’’ and “will.”” There 
are times when we all need 


“brushing up” in the use of 
Uncle Sam’s English. 


WE CAN SHOW YOU HOW 


Correspondence Chapter, Inc. 


American Institute of Banking 
FIVE NASSAU STREET, New York City 


Railway, through its 

Bureau of Canadian In- 

formation, will furnish you 

with the latest reliable information on every phase of 
industrial and agricultural development in Canada. In the 
Reference Libraries maintained at Chicago, New York and 


Montreal are complete data on natural resources, climate, 
labor, transportation, business openings, etc., in Canada. 


Additional data is constantly being added. WH AT PAYS BEST 
No charge or obligation attaches to this service. Business IN ADVERTISING ? 


organizations are invited to make use of it. Our patrons last season say that their Money - 
Gift Envelopes, Greeting Cards and Calendars 


paid their cost many times over, in new friend- 


Canadian Pacific Railway ships made and old ones strengthened. 
ae Dignity and quality without creating the im- 
Department of Colonization pression of lavish display. 
and D A Calendar that wins a place. 
evelopment Greeting Cards that secure approval. 
140 South Clark St. Madison Ave. at 44th St. Distinctive designs in Money Envelopes and 
Chicago New York Folders. : 
335 Windsor Station Our prices are very reasonable. 
Montreal SEND NOW for samples. 


KNIGHT & COMPANY, Riverton, N. J. 


1 


The J. G. White 


The Flak Standard 


| Management Corporation || || COMMERCIAL FINGER PRINT OUTFIT 
5 e 5 in Genuine Mahogany Case, with Flak Patent Non-soiling 
= MANAGERS INVESTIGA- = Ink Brayer and Special Non-smutting Finger Print Ink, 
= = imen Finger Prints in Duplicate, for convenient study an 
= instruction in the practical use of the System. 

N $35.00 COMPLETE 

= PLANTS i = \ CON DITIONS 5 Absolutely guaranteed to be the Best, Most Compact and Con- 
5 and quem Pt | \ affecting PROFITS = venient Finger Print Outfit for Banks on the Market. Over five 
= BUSINESS CW iz and hundred in use. Sent Post Paid on Order from Any Bank in the 
= RISES & WZ ® United States. Subject to Inspection and Approval for five days. 
CSNNVESTMENTS = FLAK FINGER PRINT SYSTEM CO. 

_ 43 EXCHANGE PLACE, NEW YORK | 95 Liberty Street, New York 


MEMBER AMERICAN BANKERS ASSOCIATION 


Put the above sign on the windows of your bank and 
under your newspaper advertisements. 


It will help the Association and likewise help yourself. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


| —— 
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Bank’s Overhead 

(Continued from page 644) 
tem of expense accounting?” The an- 
swer is simply that, with such a system 
of expense distribution, monthly and 
annual reports of departmental earnings 
mean exactly what they say. It is not 
necessary to add that, “Of course, this 
department occupies some of our best 
space. We had to enlarge our quarters 
to accommodate it. And our executives 
spend a great deal of their valuable time 
on matters connected with that depart- 
ment. This department shows up unfav- 
orably because it is bearing the entire 
executive officers’ salary expense, and 
the entire cost of rent and maintaining 
the buildings. Outside of those consider- 
ations (involving several thousand dol- 
lars) the figures are accurate to a cent. 
They have been carefully audited and 
found correct.” 

Every banker wants to know just what 
this or that branch of the business means 
to him—wants to know what a depart- 
ment earns and what it costs. He insists 
upon a customer in the manufacturing 
business having adequate cost systems, but 
seldom thinks of cost systems in connec- 
tion with his own business. He analyzes 
his departments’ reports, but seldom re- 
flects that they do not tell all of the 
story, and are therefore misleading. 

It is true that the foregoing plan in- 
volves a complex expense ledger and a 
few hours of detail work at the end of 
each month. But that amounts to very 
little in comparison with the value of the 
information obtained. It is true that the 
percentages or pro-rating must be arbi- 
trary. But arbitrary figures, when care- 
cully prepared and supported by facts, 
are much better than none at all. ; 


FOR SALE 


Complete set of quartered oak count- 
ers, screen, and cages, suitable for new 


bank. -Moderate price. Inquire of 


Colonial Trust Company 
Trenton, N. J. 


DIGEST of LEGAL 
OPINIONS 


of THOMAS B. PATON, General 
Counsel American Bankers Association 


Complete Edition 1921 
By Thomas B. Paton, Jr. 


A book of over 700 pages, containin 
3,285 digested opinions, with baal 


citations, covering a period from 


July, 1908, to date, 
PRICE $5.00 


Send orders and make 
‘remittancés payable to 


AMERICAN BANKERS ASSOCIATION 
5 NASSAU STREET - NEW YORK 


Don’t Merely say— 


“Protection for your funds” 


Give Visible Evidence 


of Positive Protection 


Your bank can do this with no 
added expense. 


Every check-using depositor of 
every bank using Super- 


Safety Insured Bank 
Checks receives a $1,000.00 
bond insuring him against loss 


through fraudulent alteration— 
visible evidence of POSITIVE 


PROTECTION. 


Give your depositors this added 
protection without charge and 
get added publicity for your 


bank. 


We will explain the plan by 
letter or send a_ salesman. 


Which do you prefer > 


$1,000.00 of check insurance 
against fraudulent alterations, 
issued without charge, 
covers each user against loss. 


The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Economic Policy 

(Continued from page 604) 
clause in the present law works a great 
hardship upon all banks and makes it 
impossible for them to compete on an 
even basis with these associations, who 
do not offer to their depositors the safe- 
guards and securities which banks are 
compelled to furnish. 


Tariff Dangers 


he Commission expresses the opinion 
that the tariff is one of the principal 
problems before the country at the pres- 
ent time and it is its view that a tariff 
must not be framed which will restrict 
imports to such an extent that it will 
at the same time endanger our export 
trade. In this connection the Commis- 
sion calls attention to the close relation 
between the tariff and the regulation of 
immigration. It is felt that if an unduly 
protective tariff were adopted it would 
prove impossible to prevent a new flood 
of immigrants. We cannot exclude both 
European goods and European labor 
without breaking down the whole eco- 
nomic system of the world. If we ex- 
clude European goods the cheap labor 
of Europe which would otherwise have 
been employed at home will ultimately 
break through our immigration barriers 
to consume our surplus here. 
Although the subject of inter- 
national debt cancellation is now 
beyond action by the Commission 
because of the recent enactment of 
the funding bill, it was discussed at 
some length. 


Advertising Service 
(Continued from page 602) 


any newspaper, though, of course, 
may be altered to suit the individual. 

The different divisions of the As- 
sociation are considering the copy 
and may decide to amplify the gen- 
eral plan. The State Bank Division 
which has been a prime mover in 
the matter of an advertising copy 
service for the benefit of its mem- 
bers, is considering this copy in con- 
nection with a special service to be 
inaugurated. 

As prepared for the Public Rela- 
tions Commission the copy is bound 
in sets in a neat cover, and any ad- 
ditional material which may be pro- 
vided by the Commission from time 
to time will be made to conform to 
its style. 


The “Lock Behind the Lock” | 
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The Principle of the “Lock Behind the Lock” 


[N Medieval times, city and castle gates 


were barred or barricaded against the 
assaults of the enemy’s ram. 


In modern times this principle of the barricaded 
docr is used on INVINCIBLE Safe Deposit Boxes as 
additional protection against the assaults of thieving 
door-sledgers and lock-punchers. This feature is 
called the “Lock Behind the Lock.” It is patented, 
and used exclusively on— 


INVINCIBLE 
Safe Deposit Boxes 


The “Lock Behind the Lock” is a fixed steel bar set 
squarely behind the INVINCIBLE seven-tumbler, 
double-cylinder lock. When the door is closed this 
bar comes into place against massive steel shoulders, 
completing the barricade. INVINCIBLE Safe De posit 
Boxes have never been robbed. 

Write for the INVINCIBLE Book, containing full informa- 


tion on this and other INVINCIBLE features, inciuding Sec- 
tional Construction. A post card will dp. Send it today. 


INVINCIBLE METAL FURNITURE CO. 
830 26th Street MANITOWOC, WISCONSIN 


Used only on INVINCIBLE Boxes 


W. Howard Perry has been elected Real Estate Appraiser 
cashier of the National Bank of Com- Widely experienced in the valuation of 
merce of Providence, R. I all classes of city and rural preperties, de- 

The Asbury Park and Ocean Grove | | sires contract or position within 60 days. 
(N. J.) Bank has elected Harry A. Excellent references as to character and 
Watson president and Irving L. Reed ability. Age thirty-five. 


vice-president. H. Earl Farry was ap- Address: N. G. C., % the Journat. 
pointed cashier. 


EXECUTIVES 


seek: tions find our Lag ag service ex- 
ing post Let our Mr. H. H. Harrison 


confidentially negotiate for you suitable business 
done thou- 


as he has successfull: 
sands of others since 1909. Inquiries 


THE NATIONAL BUSINESS BOURSE, Inc. 
Confidential Negotiators 
19 So. La Salle St., Chicago 
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There are frequent changes which come about through consolidations, mergers, li 
Manager of the Association would appreciate receiving from members notice 0: 


Membership Changes 


REPORTED FROM JANUARY 26, 1922, TO FEBRUARY 25, 1922 


the membership list correct and giving publicity through the columns of the JOURNAL, 


Alabama 


Colorado......... 
Georgia......... 


Indiana. 


Kansas..........Bel 


Louisiana 


Mexico..........V 


Michigan 


Minnesota 


.Savannah 


Repton State 

nion Bank. 

Exchange National Bank changed to 
Long Beach National Bank. 

Long Beach Trust & Savings Bank suc- 
ceeded by Security Trust & Savings 
Bank. 

Guaranty Trust & Savings Bank suc- 
ceeded by Security Trust & Savings 
Bank. 

Guaranty Trust & Savings Bank suc- 
ceeded by Security Trust & Savings 
Bank. 

.Bank of Santa Monica succeeded by 
California Bank. 

Bank of Santa Monica succeeded by 
California Bank. 

Central Bank succeeded by Central 
Commercial & Savings Bank 

First National Bank succeeded by 
California Bank. 

Manzanola....... Manzanola State Bank liquidated. 
Commercial Bank in hands of State 
Banking Department. 
Peoples Bank in hands of Superintend- 
ent of Banks. 

Citizens Bank has resumed business. 
Bank of Kanai Ltd. succeeded by 
Hawaii Bank of Commerce, Kapaa. 
Blaine County National Bank closed. 

Union Central Bank closed. 

Idaho State Bank merged with Twin 
Falls National Bank. 

.. First and Hamilton National Bank 

changed to First National Bank. 

First Trust & Savings Bank consoli- 
dated with Akron Savings Bank. 

Harris Savings Bank in receivers hands. 

National State Bank merged with First 
National Bank. 

Continental National Bank liquidated. 

Mitchell County State Bank merged 
with American State Bank as 
Guaranty State Bank. 

Citizens National Bank merged with 
National Bank of Ness City. 

Farmers & Merchants State Bank 
closed. 

Centerville Bank failed. 

Bank of Simsbore suspended. 

Megunticook National Bank  suc- 
ceeded by Security Trust Company. 

Manuel A. Marenco succeeded by 
Marenco and Sons, Cordoba. 

..City Trust & Savings Bank succeeded 

by City National Bank. 

Douglas State Bank closed. 

State Bank closed. 


Bank succeeded by 


Santa Monica... 
Sawtelle 
Vallejo 


Van Nuys 


Grand 


Douglas 
Lake Wilson 


Mississippi 
Missouri 


Nebraska 


New Jersey 


New York.........N 


North Dakota... 


Oklahoma........ 


South Dakota.... 


Virginia 


Wisconsin.. 


any 


. Wilton 


. Mansfield 
..Madison 


uidations and changes of title. The Executive 
nges which occur, for the purpose of keeping 


Crenshaw 


Farmers & Merchants Bank liquidated. 
Miller 


T. A. Miller State Bank merged with 
Bank of Miller. 
St. Louis.........Night and Day Bank closed. 


Farmers National Bank closed. 

Harlowtown Bank of Wheatland County merged 
with a Bank and Trust 
Compan 

Melstone State Bank closed. 


Farmers and Merchants National Bank 
and First National Bank merged 
with Commercial National Bank as 
Union National Bank. 


Fourth Ward Trust Company changed 
to City Trust Company. 


New York County National Bank 
merged with Chatham and Phenix 
National Bank. 

Security Trust Company merged with 
Manufacturers National Bank. 


McLean County State Bank reopened. 


-Ohio Savings & Trust Company 
changed to Ohio State Bank and 
Trust Company. 


Home Savings & Trust Company con- 
solidated with Pearl Street Savings & 
Trust Company. 


Bank of Ashland discontinued. 

Bank of Buffalo consolidated with First 

National Bank. 

.Delaware State Bank succeeded by 
First State Bank. 

Farmers State Bank Mead, Chibihsen 
sold to First State Bank. 

.Oklahoma State Bank consolidated 
with Farmers National Bank. 

Farmers State Bank in hands of Bank 
Commissioner. 

First State Bank consolidated with 
First National Bank. 

First State Bank changed to Farmers 
National Bank. 


Dallas State Bank consolidated with 
Bank of Dallas. 

.Morean River State Bank changed to 
Bank of Firesteel. 

State National Bank merged with 
Central Trust Company and City 
National Bank. 

Bank of Poquoson succeeded by First 
National Bank. 

Mutual Savings Bank closed. 

Mansfield Bank closed. 

Merchants Savings Bank merged 
with First Bank. 


Melstone 
Fremont 


Cleveland 
Ashland 

Buffalo 
Delaware....... 
Durant 
Hammon........ 
Kenefic 

Pocasset 
Firesteel........ 


San Antonio 


Portsmouth 


New and Regained Members 
(Continued from page 648) 


DIGEST of LEGAL 
OPINIONS 


of THOMAS B. PATON, General 
Counsel American Bankers Association 


Complete Edition 1921 
By Thomas B. Paton, Jr. 


A book of over 700 pages, containing 
3,285 digested opinions, with legal 
citations, covering a period from 
July, 1908, to date, 


PRICE $5.00 


Send orders and make 
remittances payable to 


AMERICAN BANKERS ASSOCIATION 
5 NASSAU STREET - NEW YORK 


Ohio 
ie National Bank, New Concord 56- 


Ohio Savings Bank & Trust Co., Belmont 
Branch, Toledo 56-10. 

Ohio Savings Bank & Trust Co., 
Toledo Branch, Toledo 56-10. 


East 


Pennsylvania 
nips | Savings & Trust Co., Allentown 60- 


First National Bank, Bally 60-1075. 
Peoples Bank, Montoursvilie 60-1562. 
= National Bank, Quakertown, 


South Carolina 
Farmers Bank, Saluda 67-520. 


South Dakota 
First National Bank, Davis 78-767. 


Tennessee 


Bank of Greenback, Greenback 87-515. 
First National Bank, Murfreesboro 87-98. 


Texas 


First National Bank, Decatur 88-509. 

Boys Savings Bank, "Mauriceville. 

First Guarant; State Bank, Medicine 
Mound 88-1§ 
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Texas—Continued 


First National Bank, Nixon 88-1691. 
First State Bank, Paducah 88-604. 


Virginia 


Bank of Chilhowie, Chilhowle 
— National Bank, Hallwood 68- 


Prince George 
George 68-571. 


County Bank, Prince 


West Virginia 
Unies Bank & Trust Co., 


Morgantown 
Bank of Widen, Widen 69-391. 


Wisconsin 


First Trust Co., Appleton 79-1003. 
Hartford Exchange Bank, Hartford 79- 


244. 
Community Savings Bank, Superior 79-9. 


Wyoming 
American State Bank, Moorcroft. 


Mexico 


Jose & Luis G. Laris, Aguascalientes, 
Aguascalientes. 

Banque Francaise du Mexique, Guadala- 
jara, Jalisco. 


California........ 
York....... 
4 
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